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An Open Letter to Investors: 
SPECULATION VERSUS INVESTMENT. 


Speculators buy stocks in the belief they will sell 
higher. The great majority base their belief on hearsay 
evidence. 

Investors buy stocks in the belief that the future 
holds excellent prosvects for the company in which they 
beccme partners and, as partners, they expect to share in 
profits. 

A small minority of speculators and all true investors 
enter their ccmmitments after exhaustive study, full 
analysis, and proper interpretation of current developments. 
Informaticn is gathered for them, either by their own staff 
of analysts and experts or through the facilities of an 
organization selling investment service--and nothing but 
service. 

Profits depend upcn the amount of time or money in- 
vested in intelligent research and continuous supervision. 
Can you afford to ignore the necessity of either devoting 
all your own time to intelligent supervisicn of your invest- 
ments--or employing specialists in this field, whose 
judgment is unbiased? 

One of our clients answers the above question. In 
renewing his subscripticn to our service for the third year, 
he writes: "Enclosed you will find my check in payment of 
one year of your service to July, 1935. In sending in my 
renewal I wish to say that I ccnsider your service to be as 
gocd protection for my investments as fire insurance is for 
my house." 

If you believe in investment insurance, forward us a 
list of your holdings. We will examine the list and report 
to you--without charge or obligation. Inasmuch as our 
service is highly perscnalized and exactly follows the 
pattern of individual requirements you should write us, 
briefly, of your needs and objectives. All information will 
be held confidential. 

If our report interests you we would like to tell you 
more about the service as providing protecticn for your 
capital, insuring adequate income return, and as a guide to 
profits in a selective market. 
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Odd Lots 


Trading in Odd Lots of Listed 
Securities offers diversification 
and safety to both the large 
and small investor. 





We have prepared an interest- 
ing booklet which explains the 
many advantages offered by 
odd lot trading on the New 
York Stock Exchange. 


Copy furnished on request 


Ask for M. W. 633 


100 Share Lots 


| John Muir& © 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 
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THE DOW THEORY..... $3.50 


A clear-cut explanation of the 
Dow-Jones theory of forecasting 
trends of stock prices, by Robert 
Rhea, leading exponent of the 
Dow method. 252 pages. 


THE STOCK MARKET 
BARMIMEIER ........... $2.50 


William P. Hamilton, the original 
authority on the Dow theory 
(who died in 1929), gives his 
interpretation on its use and 
valne in forecasting price move- 
ments. 278 pages. 


} GRAPHIC CHARTS ... .$12.50 


37 charts, 11 by 17 inches, in an 
attractive loose-leaf binder, sur- 
veying the daily movement of 
Dow-Jones averages from 1897 
to December 31, 1933, by Robert 
1 Rhea. 


Book Service 
THE MAGAZINE OF WALL STREET 
| 90 Broad Street New York, N. Y. 
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Where Inflation Deflates 


bb ILD and controlled infla- 

tion” is a sweet-tasting pill 

with which the Roosevelt 
Administration has been dosing the 
country for more than a year. It is 
without doubt the popular belief that 
“mild and controlled” inflation is a good 
thing, likely to benefit—among others 
the majority of investors. 

Nevertheless, it will pay every in- 
vestor to examine this roseate theory 
with the utmost care. It has often been 
pointed out that throughout all mone- 
tary history “controlled” inflation tends 
sooner or later to get out of hand and 
become uncontrolled inflation. With 
the havoc wrought by extreme infla- 
tion every intelligent person is familiar. 
These dangers in any event are not im- 
minent. 

Let us assume, theretore, that what 
we will be confronted with for the next 
six or twelve months will be inflation- 
ary forces no more violent than have 
been at work since early 1933. The 


tangible effect thus far has been a gen- 
eral but decidedly irregular price rise. 
Despite interruptions and wide varia- 
tions between different commodities, it 


is probable that the trend toward grad- 
ually higher prices will continue. Cou- 
pled with this evolution of prices in the 
Administration’s general “reflationary” 
program is a rising trend of wages. 

Here we have benefits for producers 
of staple commodities and for wage 
workers—offset in some measure by 
higher living costs. On the other hand, 
the same forces automatically produce 
higher business costs. It is right here 
that the investor must watch carefully. 
Obviously, enterprises which can offset 
higher costs by higher prices for their 
own goods or services are in the safest 
position—and this is true whether in- 
flation be controlled or uncontrolled. 

In the case of the public utilities 
and railroads extreme inflation would 
be extreme deflation, for their rates are 
fixed. On the other hand, the net effect 
of controlled inflation and a moderate 
rise in costs depends entirely on the 
physical volume of business activity 
produced by the same forces which 
make for rising costs. 

The net effect on the railroads thus 
far has been favorable, for enlarged 
trafic has more than offset higher costs, 


despite rigid rates. The advantage will 
be maintained as long as traffic tends to 
expand in satisfactory proportion to ris- 
ing costs. 

In the case of utilities, some have 
benefited for precisely the same rea- 
sons; but the majority thus far have 
been affected adversely, since their 
gain in volume has not been enough to 
offset higher costs. Prices of various 
materials required by the utilities, in- 
cluding fuels, have advanced sharply. 
Some, indeed, are back close to the 
1929 level. 

If, as is likely, inflation remains un- 
der control for the next year or so, it 
is probable that any further rise in 
prices and wages will be both less ex- 
tensive and less speedy than that which 
has already occurred. In that event, 
rising volume of utility services used 
would tend to over-take costs. 

The nub of the matter may be stated 
as the ratio of the progress of inflation 
to the volume of available business. It 
behooves all investors to watch it. Be- 
ing in a vulnerable spot, rail and utility 
investors must watch it with double 


care. 
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“The biggest find I ever made was in A. T. Miller’s and John Durand’s ‘The Business of 


Trading in Stocks.’ 


“The illustrations and charts on the actions and methods of the pool operators was wonder- 


ful. That book has clearly opened up new ideas for me and put a 


and averages.” 


different light on quotations 
H. D. M., Detroit, Mich. 





You Can Still Secure 


This Book Free— 
If You 
Subscribe 


Now 










The Business of Trading in Stocks 
By JouHn Duranp and A. T. MILLER 


Including a Formula for Determining Common Stock 
Values in This Second Phase of Economic Recovery 


HIS book—one of the most important we have ever published—is now in its eighth big edition—revised and up to the 
minute. It gives a clear, authoritative exposition of the principles essential to successful trading under present-day 
market conditions—explains the moves of pools and large-scale operators—tells how to determine the effect of new devel- 
opments—all by two experts who know trading and know how to explain this profitable subject so you can understand 


and apply the principles quickly, surely, to your own advantage. 


CHAPTER I—Learning the Business of Security Trading. : 
How to develop the methods of operation best adapted to your circum- 


stances and mental equipment. 

CHAPTER li—The Principles of Manipulation. ; 
Its phases—its functions—and why it need have no terrors for the in- 
telligent trader who will take the trouble to learn its ways. 
CHAPTER IlIl—The Technique of Manipulation. : ; 

The methods employed by veteran operators and skilled manipulators— 
with an analysis of a typical manipulative cycle. 

CHAPTER IV—The Technique of Manipulation (cont.) _ : 
Short selling—why profits are quicker on the short side. Converting 
paper profits on the upside into cash. 


CHAPTER V—The Technique of Manipulation (cont. ) ; 
Buying on Reactions. Detecting distribution—rallies—reaccumulation. 


CHAPTER VI—The Principles of Tape Reading. 

Reading the technical position—trend—supply and demand—on the 
tape—together with practical examples. 

CHAPTER VII—Price Movements and Turning Points. 7 : 

A discussion of the principles which give corroboration of price move- 
ments and turning points—market cycles—speculative cycles—invest- 
ment cycles. 

CHAPTER VIII—The Law of Averages. ; 

The value of understanding the statistical frequency of systematic ob- 


servations—applying the mathematical laws of chance—as employed 
by life insurance actuaries and in banking, in maintaining unit charts. 


CHAPTER IX—Charts and Mechanical Systems. 
The purpose of Vertical Line Charts, Unit Charts and Loop Charts— 
their place in trading—how to make them. 


CHAPTER X—Fundamentals. 

The application of the more important external factors which mold the 
mental and emotional attitude of investors and traders; business barom- 
eters, industrial analyses, commodity prices. 


CHAPTER XIi—What to Buy and When. 
Acquiring familiarity with individual stocks—seeking out-of-line oppor- 
tunities—getting out with a profit—pyramiding and averaging. 


CHAPTER XII—Rights, Arbitrage, and “Puts and Calls.” 
The purpose of these three useful aids to trading—how the serious 
trader may look to them for profits. 


CHAPTER XIII—Important Principles of Trading. 
A summary of all the above—with an appeal for conservative methods. 
The probable average profits the trader may look for. 


nay A-——A Mathematical Formula for Determining Common Stock 
aiues. 

A simple mathematical method—the greatest single factor available for 
finding which stocks are actually under- or over-priced—invaluable in 
determining buying and selling points. 


“The Business of Trading in Stocks” was prepared for The Magazine of Wall Street subscribers. It is not for general sale— 
and because of the cost of preparation it can only be offered with yearly subscriptions. You can still secure a copy of this 


important book by entering or extending your subscription now. 





The Magazine of Wall Street 
90 Broad Street, New York, New York. 


Enclosed find my remittance of $7.50 for which enter subscription to 
THE MAGAZINE OF WALL STREET for one year (26 issues) be- 
ginning with the August 4th issue. This entitles me to receive a copy 
of “The Business of Trading in Stocks,” free, and gives me the full 


Fill in and mail this coupon now. 





A Valuable Privilege 
Personal Service Department 
Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts on 


listed stocks or bonds (as many as three each time 
and as often as you wish). 





























privileges of your Personal Inquiry Service. — ss Price Paid 
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The Trend of Events 


tion to much more careful and cautious planning? May 
it be intended to encourage business confidence by dis- 


— Change of Pace 


— Man Proposes, Nature Disposes tracting attention from the five-ring circus that has 
been playing to full house at Washington these many 

— Improved Motor Outloo months? 
P R Perhaps it may be something of all of this. On the 


other hand, it is more likely that it merely reflects 
Mr. Roosevelt’s uncanny ability to sense the public 


— Threat to World Peace Diminishes 


— The Cost of Living mood. The star performer knows just how long to 
hold the spotlight, sensing the moment that interest 

Aig es g 
— The Market Prospect threatens to lag. The skilled baseball pitcher knows 
when to change pace. Fast action is a stimulating 


thing, but it produces inevitable reaction. Such a 
CHANGE OF LANCING at the morning reaction is here, and jaded nerves—in government and 
PACE ¢ newspaper these July days elsewhere—need rest and distraction. Autumn will 
one realizes that something again increase the tempo. Probably it will not again 
It be as feverish as during the last fifteen months. What- 
ever it is, the summer interlude should enable us to 
appreciate it more or dislike it less—according to our 


is missing. The national scene is strangely quiet. 
is like the sudden, startling silence that the ears keenly 
feel when an artillery bombardment ceases. What is it? 


Why, of course! Roosevelt is on the high seas. Hop- individual lights. 

kins, Ickes, Johnson, Richberg, Morgenthau are scat- 

tered far and wide. The New Deal is giving the New (et 

Dealers and the public a welcome vacation from fever- 

ish governmental activities. For the moment, Wash- MAN PROPOSES, O far as “adjustment” 

ington’s roar has died down to a routine buzz. NATURE DISPOSES of agricultural pro- 
One is tempted to speculate on the significance of duction and_ prices 

this vacation, the first national interlude since March is concerned, the New Deal planners can not complain 

4, 1933. Does it mean that Mr. Roosevelt considers that the breaks have been against them. Through a 

the emergency over? Is it the milestone marking a variety of devices—all centering in the Treasury money 

coming transition from hasty governmental improvisa- bags—they have substantially cut down production of 
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many crops. But their justifiable destruction looms 
small in comparison with the havoc wrought by nature. 
For the second year in succession we approach a harvest 
devastated by almost unprecedented drouth. On the 
basis of July 1 conditions, the smallest crops in thirty 
years are officially forecast for wheat, oats, barley, rye 
and flax. The corn crop, with the exception of 1930, 
will also be at a thirty-year low. Together with sun- 
scorched pasturage, this means short rations for beef 
cattle, pigs and milk cows over wide areas and a result- 
ant reduction in the supply of meat and milk. Among 
those to whom the farmers sell there will be no shortage 
of food, for stocks, as reduced, will be ample. The 
domestic wheat carry-over—once as high as 393,000,- 
000 bushels and now about 277,000,000 bushels—will 
probably be reduced to 125,000,000 bushels, no more 
than a workable reserve of a commodity of widely 
varying supply. Among the farmers whose crops are 
ruined there will be distress. It will be largely, if 
not wholly, relieved by Federal relief disbursements. 
Farmers in areas free of drouth will enjoy substantially 
higher prices for their products. To general business, 
the effect on balance is moderately unfavorable. To the 
A AA the result is at least a temporary help. With the 
surplus problem less acute, attention can turn to more 
careful long-range planning. The time may come when 
we will crave smiles, rather than frowns, from Mother 
Nature. 
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HILE spotty from 
\) week to week 
and from section 
to section, automobile sales in recent weeks have shown 
an aggregate improvement highly encouraging. Cur- 
rent demand substantially exceeds the expectations en- 
tertained by the industry at the start of summer. 
Buoyed by better sales, it now appears probable that 
third quarter production will be the largest for this 
period in four years, or since 1930. Thus, it appears 
likely that the industry will continue as it has for the 
last year, to lead the national recovery parade. The 
current gain in retail demand is plainly due to the 
recently announced price reductions, especially on the 
part of the makers of the three most popular low-price 
cars. Plainly, too, there is a lesson here for industry 
in general and for the Federal price-raisers in particu- 
lar. The motor industry is probably the outstanding 
example of the successful functioning of capitalistic 
initiative and competition. Despite the handicap of 
artificially raised costs and at the expense of profit 
margins, it has returned to its original cardinal principle 
of producing and selling maximum transportation 
values for minimum prices. To sell more for less is 
sound economics and common sense. To sell less for 
more is to slap the brakes on recovery, Brain Trust 
theorists to the contrary notwithstanding. 


IMPROVED MOTOR 
OUTLOOK 


—_ 
THREAT TO WORLD HE _ vainglorious 
PEACE DIMINISHES speech of the Ger- 
man Chancellor 


purporting to explain to the world the execution, or 
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the “liquidation,” as he terms it, of a long list of his 
followers and friends, leaves too much unsaid to 
strengthen his position. In reality Hitler has seen 
fit to swing toward the “Right” and in so doing found 
it both necessary and expedient to eliminate those 
among his followers who were steadily pushing him 
toward Communism on the one hand and toward a 
losing war which he could not afford to wage on the 
other. The shortage of essential materials is already 
so acute that event a peacetime existence is in jeopardy. 
Commandeering of this season’s crops in the true 
Soviet manner is now necessary to offset less than 
normal output resulting from the drought. There is 
no sign of improvement either in foreign trade o1 
in the nation’s financial position. No amount of 
censorship or deceptive propaganda can long cover 
up such a situation. It is inconceivable that 65 million 
Germans under such circumstances will continue under 
the illusion that Hitler can guide them to their 
promised place in the sun. Whether they destroy 
him or let him continue to be the nominal ruler of 
Germany we can give thanks in the probability that 
the German threat to world peace is now diminishing 
rather than increasing. 


oe 


THE COST OF 
LIVING 


N economic theory most all of 
us approve of a rise in com- 
modity prices, but we would 

like to have this general boon without an increase in the 

cost of living. While that paradox is an impossibility, 

Johnny Consumer has not fared badly during the last 

six months. The index of wholesale commodity prices 

on July 1 was some 8 or 9 per cent higher than at the 
end of December, 1933; but the cost of living over 
the same period increased by only 1 per cent. This is 
the national estimate of the United States Labor De- 
partment. In the City of New York the rise was 

8/10 of 1 per cent. While food costs increased 2.7 

per cent, clothing 2.1 per cent, and house furnishings 

1.8 per cent, rent decreased by 1.7 per cent and fuel 

and lighting by 2.1 per cent. Meanwhile most other 

miscellaneous goods and services were unchanged in 
cost. While official figures are lacking, the production 
and trade statistics of the last six months support the 
assumption that the national income increased by sub- 
stantially more than 1 per cent. Therefore, whether 
we know it or not, most of us must be better off than 
we were last December. On the other hand, the cost 
of living is only 20 per cent less than it was in the 
boom days, while the national income is 50 per cent 


less. 


THE MARKET UR most recent investment 
PROSPECT advice will be found in the 
discussion of the prospec 
tive trend of the market on page 327. The counsel em 
bodied in this feature should be considered in connec: 
tion with all investment suggestions elsewhere in this 
issue. Monday, July 16, 1934. 
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How Far Can This Market Go’? 


Investment Stocks in Demand—General Liquida- 
tion Absent — Prospects Favor Autumn Im- 


provement — Monetary Uncertainties Persist 


By A. 'T. 


HE past fortnight has seen the daily volume of 

stock transactions on the New York Stock Ex- 

change decline as low as 320,000 shares, the most 
severely curtailed activity in more than a decade, and 
forthwith recover to 650,000 shares. While the latter 
figure itself, not long ago, would have been regarded with 
extreme distaste by the brokerage community, it now is 
readily accepted as a hopeful, though woefully inconclu- 
sive, indication that something like a climax in dullness 
may have been seen. 

To be sure, President Roosevelt, before embarking on 
his extended tour, publicly urged everyone to take a 
vacation if possible. Perhaps traders and investors have 
followed his advice and are concentrating their attentions 
and energies upon vacation activities, leaving the share 
market to drift whither it will. 

In any event, the recent and current drift—apathetic 
though it may be—appears 
to point toward higher, 
rather than lower, prices. 
Obviously, one can hardly 
wax enthusiastic over such 
technical inferences as can 
be read into a price move- 
ment so utterly unsupported 
by normal volume. Never- 
theless trading at present is 
most dull on reaction and 
at least visibly enlarged on 
advance--proving, One can 
only conclude, that if there 
is a prevailing disinclina- 
tion to buy, there is an even 
stronger disinclination to 
sell. 

In view of the wide- 
spread, and logically 
founded, expectation of 
substantial business — im- 
provement during the au- 
tumn season, it is both sur- 
prising and disappointing 
that the market is so slow 
to indulge itself in hopeful 
anticipation. So far as the 
business picture is con- 
cerned—even though the 
immediate movement is one 
of seasonal recession—there 
is no valid reason why the 
market should resist its 
natural temptation to dis- 
count autumn prospects in 
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Wall Street Entrance to the Stock Exchange 


MILLER 


mid-summer, As a purely speculative matter, this course 
is usually safer than waiting for autumn actualities to 
develop. No one can prove it to be wrong. 

In recent months there have been numerous discourag- 
ing developments, especially on the political front; yet the 
market at no time has given way to reaction of more than 
transient significance. On the basis of past performance, 
it would seem logical to expect it at present to be influenced 
more by future hopes than by continuing fears concerning 
past developments. It is highly improbable that the extent 
of business recession this summer—whatever it proves to 
be—will occasion surprise or that it can at this season 
become a dynamic bearish factor. 

Thus, with the odds apparently in favor of appreciably im 
proved market behavior right now or certainly in the near 
future, the question arises: what factor in the present pic- 
ture is sufficiently important to upset this probability? 

There is, of course, one: 
new and somewhat uncer~ 
tain influence in the form: 
of Federal regulation of 
the securities exchanges. 
With relation to the deal- 
ings of larger operators this 
is without doubt a retard- 
ing influence. Certainly it 
has not stimulated public 
interest in the stock mar 
ket, as was forecast by some 
of its most ardent advocates. 

Even when the Commis- 
sion has organized itself 
and swings into active op 
eration, however, we doubt 
that its policies will justify 
any such extreme stagna- 
tion as has existed in recent 
weeks. Indeed, there is en- 
couraging evidence that it 
is inclined to proceed slow- 
ly and sanely. Regardless 
of that, mid-summer will in 
all probability find it con- 
centrating on its own prob- 
lems of organization and 
procedure, rather than on 
any regulatory experiments 
in a market, which, at least 
for the time being, was 
certainly never in less need 
of control. Its own control 
right now is nothing short 
of perfect! Should it con- 
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tinue—as is highly improbable—to drift along in the pres- 
ent doldrums, one could imagine the regulatory commission 
finding itself in the fantastic position of having virtually 
nothing to regulate. 

On the whole, we venture the opinion that doubts in 
this direction will diminish and that coming weeks will 
produce both higher prices and substantially enlarged 
activity. 

With this article, accordingly, we again present a list 
of sound equities previously recommended. As pointed 
out in our previous issue, all 


find potential buyers at least awaiting a test of the outcome. 

This is to say that the risks involved in trading opera- 
tions will commensurately increase on any further advance. 
Though it be sheer guess-work, let us say that a practiced 
trader in estimating the technical odds for the next several 
weeks would probably come to a conclusion something like 
this: “The odds favor further advance. It might amount 
to 5 or 6 per cent from present levels. It might, on the 
other hand, amount to 10 or 11 per cent, duplicating the 
bull market top thus far. But if I count on that the other 
fellow may beat me to it in 
cashing his profits.” 





of these stocks are dividend- 
payers, the great majority are 
of investment or semi-invest- 
ment caliber, and the minority 
possess the speculative prom- 
ise inherent in a_ favorable 
earnings position. 

It need hardly be said that 
no change whatever is Jjusti- 
fied in the long-term invest 
ment policy of keeping surplus 
funds adequately committed 
in sound equities. In the light 
of both the long-range busi- 
ness probabilities and continu- 
ing monetary uncertainties, 


Atchison 

Bohn Aluminum 
Commercial Credit 
Bristol-Myers 

Briggs Manufacturing 
Chesapeake & Ohio 
Continental Oil 


Stocks Recommended for Current 
Purchase 


Under the circumstances we 
consider it to be on the side 
of safety to adhere to a policy 
of recommending only stocks 
Mathieson Alkali which are supported by in- 
come and earnings factors 
overshadowing purely specu- 
lative considerations. In this 
connection it is of interest to 
point out that the greatest 
percentage of advance avail- 
able to purchasers in the last 
three months has been in 
stocks of this class. 

Indeed, the “investment 
market” which the New Deal 


American Cyanamid 
National Sugar 
Liggett & Myers “B” 
Trico Products 
Pillsbury Flour 
Corn Products 





there is no logical alternative. 

It is necessary, however, to 
point out that intermediate trading policy is quite another 
matter; and that it presently calls for both careful discrim- 
ination and prudent timing. Bearing upon the need for 
judicious selection, let us point out the fact that on the 
day upon which this article is written 316 stocks advanced, 
151 stocks declined, 18 stocks made new highs for the 
year and six stocks made new lows for the year. 

As to the timing of intermediate purchases, one must 
bear in mind that at its best recent level of rally—straggling 
though that rally has been—the market reached a point 
approximately 10 per cent above the “double bottom” of 
May 13 and June 2. Such level, also, is approximately 
10 per cent below the highest point of the year, reached 
in the first week of February. The February “top,” more- 
over, virtually coincided with the culminating point of 
1933’s major advance, attained in July. 

In short, as this is written, the market on the average 
is approximately mid-way in the broad trading range that 
has prevailed for many months. The test now generally 
awaited is the upper level of this range, rather than the 
lower, which has thrice withstood penetration in the past 
ten weeks. 

We are frank to express the opinion that either dynamic 
business improvement of broad scope or dynamic inflation 
will be required to push the market as a whole through the 
1933-1934 “double top” into a new phase of major advance. 
Autumn may or may not provide support for such a devel- 
opment. In any event, speculative anticipation this sum- 
mer—in the absence of a vital and visible change in either 
the business or monetary picture—will do very well indeed 
if it succeeds in extending recent irregular rallying tenden- 
cies into the upper regions of the trading range which has 
now become so clearly defined. 

Moreover, regardless of business factors, the very fact 
that the major advance has twice in the past year halted at 
approximately the same upper level can hardly fail to 
establish this level in the speculative mind as a significant 
obstacle. It therefore would appear a logical assumption 
that an advance of some 5 per cent from present levels 
would carry many stocks into an area of resistance, would 
find cautious traders bent on conserving profits and would 
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is said to favor seems to be 
with us now. Where supported by adequate earnings, 
stocks offering yields of 5 per cent upward have been in 
persistent demand for investment account. Most of these 
are of a type which an impatient trader would sneer at. 
They move slowly, without exciting activity. But many 
have advanced 15 to 30 per cent from the year’s lows. 
In the recent rally, stocks of investment or semi-investment 
caliber have experienced a larger percentage gain than has 
the market as a whole. 

This would seem to prove that the most profitable way 
to speculate in the present setting is also the safest way: 
namely, in stocks of investment rank or in the limited 
number of issues individually favored by a dynamic earn- 
ings prospect. 

The chief force making for a rise in income-yielding 
securities is a continuing glut of idle capital funds. Despite 
modification of the Securities Act, new flotations of merit 
remain a mere trickle. In the absence of normal new 
financing, seasoned issues, both bonds and stocks, tend to 
command a premium. Bearing upon this point, the bond 
market, as this is written, has advanced to a new high of 
recovery, despite the business and political uncertainties 
which apparently give speculators pause. Indeed, the bond 
market is at a level which had not previously been seen in 
a generation. 

With gilt-edged bonds yielding only 3! to 4 per cent, 
it naturally follows that the search for yield must turn to 
second grade bonds, to preferred stocks and to dividend- 
paying common stocks. 

As regards sound common stocks—and especially those 
which can be considered to afford a hedge against inflation 

we see no reason to hold that yields of as little as 3 or 
4 per cent are too low or will be too low when later 
attained. Many such stocks may be said to be on a “triple 
premium” basis—first, a yield equal to that of a good bond; 
second, protection against inflation; third, the prospect of 
rising earnings. 

On the other side of the picture, in the face of a uni- 
versal conviction that a business recovery this autumn will 
develop naturally or be produced by inflationary stimulants, 

(Please turn to page 371) 
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New Deal Commissioners Take Hold 
as Wall Street Eagerly Studies Their 
Record and Appraises Their Caliber 


By THEoporE M. KNAPPEN 


Regulations of the recently appointed 
Stock Exchange Commission may have 
a decided influence on the behavior of 
the market and on the operations of 
every security owner in the country. 
The key to what may be expected is to 
be found in the records of the individu- 
als who comprise this Commission. 
This interpretive sketch of their lives 
and personalities will provide an en- 
lightening view of what will be, to 
security holders at least, one of the 
most important divisions of the Gov- 
ernment. Whether the new legislation 
will provide the safeguards to stock- 
holders’ interests which are hoped for, 
or whether they will be handicapped 
by it, will depend on these five men. 

EDITOR. 


HREE lawyers, a showman and 

a bureaucrat, now stride the 

quarter-deck of all American 
security exchanges, particularly the 
quarter-deck of the flagship of the fleet, 
the New York Stock Exchange. It is not recorded that 
any of them except the showman has ever been inside of 
a bourse of any kind, but what the others lack in the 
“feel” of securities trading the showman makes up, having 
had a dramatic and successful career in achievement along 
lines reprehended by the Securities and Stock Exchange Acts 
and deprecated by his new high-brow associates. 

The functions of this Security and Exchange Commis- 
sion under the Securities Act of 1933 and the Securities 
Exchange Act of 1934 are to maintain “fair and honest 
markets” in securities transactions. The preamble of the 
Securities Act takes deliberate aim at “manipulation and 
control” of the prices of securities which are charged with 
“causing excessive speculation, unreasonable fluctuations of 
prices and unreasonable expansion and contraction of the 
volume of credit available for commerce, obstructing the 
effective operation of the National Banking System and 
the Federal Reserve System.” 

Also, the stock exchanges, running wild, are accused of 
having “precipitated, intensified and prolonged” national 
emergencies; thus causing “widespread unemployment and 
the dislocation of trade, transportation and industry,”— 
which causation is to be eradicated. All this is a large 
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Joseph P. Kennedy, Chairman 





order and it is set in a variety and 
magnitude of power that the five gen- 
tlemen at the helm, of whom four may 
be described as poor men, may be 
properly designated as a board of con- 
trol for the private financial power of 
the United States of America. Stock 
exchanges are their puppets and the 
greatest corporations, and the most 
masterful captains of industries and 
finance may well shake in their boots 
when the four intellectuals and the 
showman push the button. 

But the iron hand of this power is 
thrust into a velvet glove through the 
appointment of Joseph Patrick Ken- 
nedy to the only initial five-year term, 
and his election, by Presidential hint, 
to the chairmanship for the first year 
Tour grave men and true, reformers 
and purgers of business by natural slant 
and experience, are led by a jovial 
master of the quick money-making art, 
a consummate product of the era they 
would bury. Four ascetics and a 
Sybarite out to trim the modern Sybaris! Four men in 
deadly earnest, chiefed by a good fellow, wise-cracker, suc- 
cessful speculator, high-liver—homes in Bronxville, Cape 
Cod and Miami—generous spender. Nevertheless, he is 
credited with having first inspired President Roosevelt with 
the idea of cleaning up the Augean stables of untrammeled 
speculation. Apostates are usually rated as being the worst 
of bigots for their new creed, but it is hard to imagine 
rollicking Joe Kennedy as applying the torch to the faggots 
of a fiery execution for Wall Street. So hard, indeed, 
that his fellow members of the Commission, especially 
Pecora, the hellhound of Wall Street (who had discovered 
Kennedy in the depths of a pool he sounded for the Senate 
inquiry) looked upon his appointment as something of a 
sardonic anticlimax. 

Kennedy is of the blonde Irish type, ebullient, dashing, 
strong and dynamic, regarcing life as a fascinating game. 
His father was a saloon keeper and Democratic ward boss 
in Boston, who saw to it that his son got the Harvard edu- 
cation and in a mild way, a Harvard accent grafted on a 
trace of brogue. Having acquired a diploma, young Ken- 
nedy chased fortune in a rubber-neck bus venture. That 
was in 1912. He and his partner cleaned up $5,000 in 
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three years and with 
that much of stake Joe 
ventured into matrimony 
with Miss Rose Fitz- 
gerald, daughter of John 
F. Fitzgerald, successful 
votary of business-like 
politics and one-time 
mayor of Boston. A 
course in the Harvard 
Business School was the 
vestibule to a state bank 
examiner's job; and, 
then, the presidency 
of the Columbian 
Trust Co. parentally 
founded for his benefit. 
More to his liking was 
a job with the Boston 
ofhce of Hayden, Stone 
& Co., brokers and in- 
vestment bankers, where 
he mixed good fellowship 
James M. Landis with business, in the 
way of the good mixer 
who always keeps an eye on the dollars. During the war 
Charles M. Schwab wanted a fast rabble rouser to run his 
patriotic shipbuilding job at Fore River, and Joe filled 
the bill to a nicety. It was here, at the end of the war, 
that Kennedy got his first contact with Franklin Roosevelt, 
then Assistant Secretary of the Navy. There was some 
tangle about delivering a battleship to Brazil, and it was 
Kennedy's business to hold the ship for payment. Roose- 
velt sent a detachment of marines and some naval tugs and 
took delivery without payment. This masterful way of 
doing business made a deep and admiring impression on 
Kennedy. Plainly, Roosevelt was no piker. 





Acme 


Man of Broadway and Wall Street 


Next Kennedy went in for motion pictures, got to be 
president of three big outfits, financed nimbly with smiles 
and bluffs; and at 39 was considered a brilliant financier— 
and certainly was rich. He laughed his way through the 
depression, holding tight to his winnings and last summer, 
in company with other big wigs in the Street, picked up 
some handsome profits in alcohol and glass stocks. This 
was a year after he had tipped Mr. Roosevelt off to the 
iniquities of pools and other manipulations, and some months 
after the President had raised the ire of the country at the 
“money changers.” During the Presidential campaign 
Kennedy trailed the brain trusters as a sort of shock absorb- 
er between them and that most practical new dealer, Jim 
Farley, profound believer in redistribution of Federal jobs, 
and large campaign chests. 

And yet, I believe it would be a mistake to say that Ken- 
nedy will lose sleep over the deadly earnestness of his asso- 
ciates. It would not be advisable for any of the hail fellows 
of his acquaintance in Wall Street to presume that he will 
be busily engaged turning the Commission‘s shells for the 
Street into duds. Rather, may they expect that he will 
slap them on the back, with a loud blast of laughter, 
as over a good joke, if they happen to get in the way of 
a fast one. In fact, he will probably consider it a side- 
splitting joke on them if his experience in Wall Street 
burrows should enable him to catch some of his cronies 
in a devious runway around the new law. At the same 
time he will likely chaff his strait-faced co-members out 
of many moves more to be commended for their good mean- 
ing than for their capacity. 
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The thing about J. P.’s work which will stand out is 
that he will be the real publicity man of the Commission. 
As such he will never permit the Commission to be “fea- 
tured” in the public prints as running a crusade. His line 
always will be to picture it as doing a delicate job of surgery, 
which while it may give delight to the barbarians always 
waiting beyond the Hudson to pillage Wall Street, is a 
pleasant and welcome operation to brokers who clamor to 
be cured and speculators who demand to be reformed. 

“Say,” said Kennedy, at a session with the Washington 
correspondents the other day, to a reporter who kept 
persistently asking the same exasperating question over and 
over again, “don’t you ever take a vacation?” 

Something like that question may go Landis-ward now 
and then, with an equalizing admission that “some of those 
guys in Wall Street have been stacking the cards too close 
to their sleeves.” 


Landis, the Reforming Lawyer 


Not that it would be fair to get the impression that this 
young Landis—he’s only 35—is a human instrument of 
Rooseveltian vengeance on wayward Wall Street. At 35, 
theory runs high and ideals higher, especially if you haven't 
been fed on practice to an alarming extent. Especially if you 
have the background of a Presbyterian missionary father en- 
gaged in enlightening the Japanese heathen when you were 
born, and the subsequent tutoring of such progressives as 
Felix Frankfurter and Justice Louis Brandeis. Mr. Landis got 
through Princeton without difficulty, in 1921, in a straight 
Bachelor of Arts course, subsequently got degrees of Bache- 
lor of Laws and Doctor of Juridical Science at Harvard, 
served Brandeis as a legal clerk, wrote a flock of books on 
law, entered the President’s brain trust, enthusiastically 
sculped the Securities Act and landed as a member of the 
Federal Trade Commission in October, 1933. Contrary to 
the common impression, he truly believes that speculation 
is a legitimate economic factor and wouldn't dream of 
abolishing securities exchanges, although he is open to medi- 
tation on the subject of the economic value of a market so 
fuid that it can quickly swallow anything at a price. He 
is, however, convinced that the lamb-swallowing proclivities 
and capacity of manipulated speculation are in need of a 
cure by surgery. Having helped make the surgical instru- 
ments for the job he is now keen to wield them-—-but deftly. 
Some of the stock ex- 
change members who 
have talked with him 
say that he is sincere and 
able, but—; and that a 
little practice will dis- 
solve much of the but. 

It is noted to his 
credit that he was open- 
minded on some of the 
amendments to the origi- 
nal draft of the stock 
exchange bill and was 
not at all pig-headed 
about liberalizing the 
Securities Act when 
shown that it was likely 
to dam up the flow of 
new securities into the 
hands of investors. Actu- 
ally, he thinks, the flow 
will be as wide and deep 
as mecessary whenever 
Wide World the money _ reservoirs 

Robert E. Healy raise their gates. 
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Personally, Landis in no way resembles an ogre. Thin, 
quick, hawk-nosed; he has a sly humor, and will probably 
enjoy the roistering blarneying Kennedy even when the 
two are locking horns, and lingo clashes with legalisms. 
One could pardon a swelled head to so much intellect, 
but close observers detect no signs of egotism and tell of 
a very human sort of person—smart at cards and tennis— 
who will take no joy in the punitive tortures of roped bulls 
and bears being broken to enclosing fences. 


Pecora, the Icy Latin 


Although 17 years older than Landis, and the senior 
member of the commission in point of age, Ferdinand 
Pecora looks younger than any of the other members. He 
was born in Sicily but is a Methodist in religion—a good 
combination of potential vindictiveness and austerity. His 
experience as city prosecutor in New York and more 
recently as counsel for the Senatorial investigation of 
securities and exchanges have united to convince him that 
original sin is persistent in big affairs and to fill him with 
a holy urge to crack down on it. The President put Pecora 
on the Commission as an antidote for Kennedy—and the 
swarthy lawyer is less inclined to smile than ever as he 
thinks of hunting unsocial speculators, ganged up with 
one of them. One year term was enough for him—and 
pretty near too much. Pecora has no social theories about 
speculation but he is rough-on-rats for law-breakers and 
evaders, and the bigger the rats the better. Because of 
him, the first year of the Commission will be the toughest 
for the boys who long for the days when Wall Street was 
a free agent. Landis can write law but Pecora is the law 
enforcer par excellence and he does the job impersonally. 
Latin though he is, he has the cool implacability of a stead- 
ily advancing iceberg. There are several prominent bankers 
and brokers in this country who are inclined to visualize 
hell as a frigid region after their encounters with him in the 
hearings of the past five years. 

Robert E. Healy is a Catholic Irishman, by descent. 
gone 100 per cent Yankee Puritan. The South Irish in 
New England are of two distinct types. Kennedy stands 
for one and Healy for the other. One is worldly, the 
other pious and conscience-stricken. The first has held 
onto the humanistic ways of Southern Ireland: the other 
has retained its faith but absorbed the New England con- 
science. Healy is a law- 
yer with a conscience 
that has denied him 
many a fat fee. It hurts 
him to think of how 
ruthless plutocrats have 
been guided and pro- 
tected by smart lawyers 
and he is as devoted to 
the simple life as Calvin 
Coolidge, who _ picked 
him for the job of coun- 
sel of the Federal Trade 
Commission back in 
1928. Going over to the 
new commission is just 
about the same job with 
another name. Six years 
of delving into all the 
crookedness and_nasti- 
ness of big and little 
business for the F.T.C. 
have not filled Healy 
with respect for either 
big corporations or fake 
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George C. Mathews 





advertisers. Some of the 

Public Utilities holding 

companies quake as they 

recall the endless inves- 

tigation he has conducted 

into the complexities of 

their pyramidal organi- 

zation. Althougha 

lawyer, he does not con- 

done successful legalistic 

defeat of the intent of 

the law. He believes in 

a government of law, 

not of men. He takes 
the laws he will admin- 

ister in his new job as 

they were written. Not 

for him to question or 

read strange meanings 

into them. “Thus saith 

the law,” and so be it. 

Congress may change a 

bad law, but Mr. Healy — 
will enforce it while it 

is on the law books. He 

thinks the securities laws are good laws, certainly so in 
their purpose, and while they may be a little rough on old- 
fashioned swashbuckling American individualism they make 
for not only the new deal but a square deal. Mr. Healy 
can hardly conceive of how American economy could be 
managed without stock exchanges or how it could survive 
with out radical reform of them. To his mind the new 
laws will save the stock exchanges and those who use them 
from themselves. He is particularly concerned about the 
investor and making investment safe for investors. 





Ferdinand Pecora 


Mathews, Conservative and Liberal 


George C. Mathews, 48, comes from Wisconsin and 
might, by his looks, have a strain of the Badger Teuton 
in him, being stout, thick-necked, bald-headed and ornate 
as a smokehouse. In appearance, he has about as much 
natural radicalism as a rich Quaker. However, he rates 
as a liberal but actually is about what you would expect 
of a man who has been in government service about all 
his active life. He is for the Government, which for most 
of the years since he has been out of Wisconsin U. has 
meant the La Follette-controlled government of Wisconsin, 
and that has meant consistent trimming of the railroads 
and utilities—with no implication that the trimming was 
not in order. From 1912 to 1933 he was putting in about 
all his time for the State Railroad Commission and the 
blue sky law, doing a little special accounting and pro- 
fessorial dissertation on the side. He left his Wisconsin 
job in 1933 to help the receivers of the Insull Middle West 
Utilities Co. to find out where that octopus was 
environed in the financial stratosphere, having the title of 
vice-president in charge of rates. In 1933 there was a 
vacancy in the Federal Trade Commission and Mr. Mathews 
being nominally labelled as a Republican met Mr. Roose- 
velt’s problem of appointing the right kind of a Republi- 
can to a Commission which was rather roughly told to 
de his will or get out. For particulars read up on the life 
and works of the late Commissioner Humphrey. Now 
Mathews, stolid pipe-smoker, has a streak of hereditary con- 
servatism, buttressed by the bookkeeper’s horror of red ink. 
His approach to his new job is from the standpoint of the 
customer’s account rather than that of the broker's balance 
sheets. He has great sympathy for the investor, accompanied 

(Please turn to page 368) 
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Autumn Elections May Cur 
the New Deal 


Profligate Spending Brings 
Nearer the Day of Reckoning 


By U. S. Senator Danret O. Hastincs 


In an Interview for THE MAGAZINE OF WALL STREET 


S a responsible legislator | am worried more by the 
problem of when and how we are going to stop 
magnificent spending than by the magnitude of the 

amounts already spent. 

Advocates of unchecked spending of public funds re- 
mind us that we spent money without stint during the 
World War until we had blown up 35 billion dollars, 
and then when the war was over we began to reduce the 
debt rapidly. The present depression, they say, is a na- 
tional emergency comparable to that of a great war. But 
the World War did come to an end, and then we had a 
definite bill to pay. This emergency may go on for years 
and years in the sense that it may offer an excuse for 
spending public money. 

Nobody can question the ability of the Government of 
the United States to manage a national debt of 32 billion 
dollars or even of 42 billions, but no nation, not even the 
United States, can manage a debt in those huge figures 
which keeps on growing and growing. I see no prospect 
that the budget will be truly balanced in 1935 or 1936 
or 1937, or any particular year. The emphasis is still on 
spending and not at all on retrenching, except in picayun- 
ish ways in respect to normal expenditures. 

We save ridiculously at the spiggot 
and waste splendidly at the bung. The 
longer we go on this way of spending 
money which we seek to make cheaper 
and cheaper the more difficult our situ- 
ation becomes. If we were thinking of 
our debt in terms of gold dollars which 
would have to be paid in gold dollars 
of a specified weight and fineness, we 
would develop the public caution of 
the individual who knows that his pri- 
vate salvation lies only in spending less 
than he earns. But we have developed 
a habit of thinking that the larger we 
make the debt the more numerous we 
shall make the dollars with which to 
pay it. To speak bluntly, we are grad- 
ually being won over to the theories 
of inflation and repudiation. 

We made a profit for the Treasury 
of about 3 billion dollars by reducing 
the weight of the gold dollar by 41 
per cent, and now we are talking about 
a comparable profit by manipulating Acme Photo 
the silver dollar in a like manner. 
Congress and the country are full of 


32 


te 





Senator Hastings 


advocates of making the profit on our currency an incal- 
culable percentage by putting the money stamp on unbacked 
promises to pay sometime, somehow. It is not far from 
the truth to say that we are in an easy debt and cheap 
money mood. So long as we stay that way you can count 
on increase of the public debt. 

To make the situation worse we are quite consistently 
extending corruption of the sense of debt obligation to 
private debts. I am thinking particularly of the Frazier- 
Lemke law which gives farmer debtors a peculiar privilege 
of debt reduction, one phase of which will practically 
mean repudiation under the mantle of legality. I asked 
a Senator who favored that law why plumbers, carpenters 
and other groups should not have the same debt-dodging 
privilege, and his answer was in effect that we were coming 
to that for everybody in the end. 

This extraordinary legalization of repudiation gives to 
every farmer unable to pay his mortgage or other debts 
these alternatives: 

1.—He can go into bankruptcy, have his farm and other 
property appraised, and then buy it back by paying 2Y2 
per cent of its appraised value at the end of two years; 
another 2'4y per cent at the end of three years; an addi- 
tional 5 per cent at the end of four 
years; an additional 5 per cent at the 
end of five years, and the balance at 
the end of six years. In the meantime, 
he pays only 1 per cent interest. 

2.—If any secured creditor or debtor 
is dissatished with this manner of pay- 
ments on account of the principal he 
is prevented from proceeding against 
the farmer for a period of five years, 
during which time the farmer main- 
tains possession of his property, pay- 
ing a reasonable rent therefor. At the 
end of five years the farmer pays the 
appraised value regardless of the 
amount of the creditor’s claim; although 
the creditor may have the property re- 
appraised, and the farmer would be 
compelled to pay the reappraised 
value. 

We seem to be lacking in the 
political stamina to stop this steady 
slipping into debt and devastating de- 
terioration of monetary irresponsibility. 
One might almost say that there has 
been a rivalry in Congress to give away 
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public money and abuse public credit. Attention has 
been concentrated on the position of the debtor to 
the exclusion of that of the creditor. In fiscal matters 
the chief consideration has been vast spending instead of 
prudent conservation of public resources. 

According to dependable calculations, it looks now as if 
the end of the fiscal year 1935 will find us with a deficit 
of 5 billion dollars, as against one of 4 billion dollars the 
past year, instead of approaching a balanced budget. Instead 
of tapering off, the prospect is that the next Congress 
will have before it a program of national social effort on 
a broadening scale. Legislation that will guarantee to 
130,000,000 people 


leaves timid money idle in the banks. What we need now 
is confidence that a perpetually unbalanced budget is not 
going to pull the public fisc into insolvency and private 
business into ruin. We need also an end of this ever- 
present fear that the dollar may be still further devaluated 
and debased. We need, still further, an end to the idea 
that all profits are reprehensible and that large profits are 
robbery 

We must get back to sound ideas about sound money. 
I think that most of this international jockeying about the 
amount of gold in the unit of value is just lunacy. To seek 
trade advantage by monkeying with the dollar or the pound 
is mere international 
monetary trickery from 





“the security of the 
home, the security of 
livelihood and the se- 
curity of social insur- 
ance,” as the President 
describes it, is a large 
order and will mean a 
big bill. 

The Chamber of 
Commerce of the 
United States calcu- 
lates the gross income 
of the American people 
in 1934 at $45,000,- 
000,000, and their 
taxes — national and 
local—at $9,000,000,- 
000. But in addition 
to that amount there 





Frazier-Lemke law. 





A Sample of Inflation by Deflation 


Besides money inflation Congress has aimed at inflation of 
debtors by deflation of creditors. As witness: 
Farm mortgages total in 1928 
Farm mortgages total in 1934 
Of which Fed. Govt. will hold 
Amounts lopped off mortgages 


Interest rates reduced from 6 to 8 per cent to 
414 to 5 per cent—annual total............. 


Distress mortgages to be dealt with yet are estimated at 
$1,000,000,000. These may be drastically reduced or virtually 
suspended for six years at 1 per cent interest under the 


which no permanent 
benefit can derive. 
Prices adjust them- 
selves to money. It is 
folly to seek to adjust 
money to prices. To 


BUA Re Diod 5: Sickie bo tiers $9,469,000,000 my old-fashioned way 
vee e eee eens 8,000,000,000 of thinking about such 
Papas wey wate 2,500,000,000 matters the surest way 
Te ere tee 40,000,000 to regain prosperity is 
‘ to re-establish the gold 

160,000,000 dollar as the full stand- 


ard of our money; and 
I mean by that making 
paper currency easily 
convertible into gold. 
The expropriation of 
private wealth that has 








are public borrowings 
of at least $4,000,000,- 
000. So we are spending this year for public purposes 
about $13,000,000,000 or approximately 30 per cent of 
what the people earn. 

Such expenditures and such taxation spell impoverish- 
ment of the taxpayers and bankruptcy of governments. 
Nobody questions that as long as any of us have a cent 
nobody in this country will be permitted to starve. There 
is no criticism of the cost of real relief. The trouble with 
it is that we are expending stupendous sums over and above 
an adequate amount for generous relief, which have been 
largely wasted in the sense that value has not been received 
for them. They will be a total loss if they fail to meet the 
fond hope that they will prime the pump of prosperity. 


Clogging, Not Priming the Pump 


Actually these expenditures have to some extent clogged 
the pump. They have filled the people who have any 
wealth with a strong desire to hang onto it. They can not 
reconcile such mad spending with good national house- 
keeping; and they reason that the spendthrift nation, like 
the spendthrift man, is headed for bankruptcy. Moreover, 
this terrifying spending has been accompanied by legisla- 
tion of various kinds which has struck directly at the value 
of property. 

The net result is that the people who have money are 
no longer spending it to give jobs to those who lack money. 
Now that runs on the banks are a thing of the past, and 
hoarding, for fear of confiscation through bank failures, 
has disappeared, the normal thing would be a rush of idle 
funds into enterprise which now, as in the past, would 
soon solve the problems of unemployment and relief. All 
the people would have jobs and relief costs would auto- 
matically disappear. But the new policies have resulted in 
a new kind of hoarding—not the hoarding that takes money 
out of the banks and into secret caches, but the kind that 
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resulted from abandon- 
ment of the gold stand- 
ard must be forgotten. We should return to gold at about 
the present gold content of the dollar—not by Presidential 
decree, but by act of Congress. I think that such a course 
would bring about reflation of prices in a healthy manner, 
because of the increasing demand for goods and services 
that will come with the unfettering of enterprise from 
the shackles of doubt and fear and mistrust. 

Sound money is imperative, but as I have already indi- 
cated, a sound and economical budget is equally necessary. 
Let us see what that means. Suppose we finally get up 
enough political stamina to stop the national debt in its 
tracks at $35,000,000,000. It will cost us at least a 
thousand millions a year to meet the interest. Then we 
should pay about as much more into a sinking fund, from 
which to discharge the debt. I think it is altogether prob- 
able that the current annual expenditures of the Govern- 
ment, in view of new undertakings which will become 
permanent, will never again be below $4,000,000,000- 
which is a billion more than it was in the post-war low 
year of 1927. 


A Load That May Be Unbearable 


Then our total annual Federal outgo will be $6,000,000,- 
000. That is a staggering load, but with a recovery of the 
normal volume of national income to, say 60 to 90 billion 
dollars it can be supported if state and local taxes do not 
rise correspondingly. If they do our total taxes will be 
around $18,000,000,000. I doubt whether any workable 
system of taxation can collect that much money. Public 
bankruptcy would follow, probably preceded by a hurri- 
cane of monetary inflation. 

The need of an immediate check in our expenditures is im- 
perative. Public authorities must cease truckling to trucu- 
lent minorities. This can hardly be expected of the present 

(Please turn to page 371) 
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6 Y triend,” said the pink professor, to whom | 
had insisted that we would come out of this 
depression in due time, despite everything, 
including hysterical planning to get us out—just as we al- 
ways have come out of depressions—‘your analogies have 
no pertinence. The accounts you cite of other depressions 
are irrelevant, because they were all in an epoch that is 
gone forever. This is the last great smash of all, for it ends 
the economic system which both made and cured depres- 
sions.” 

I answered that men had said the same thing in each de- 
pression of the big five that have tormented us in the past 
hundred years, and that while he couldn’t prove that this, 
the sixth one, was the end of an epoch I could prove that 
we got out of all its predecessors. 

If for no better reason than that misery loves company 
and hope aspires to justification it is worth while to look 
over the five tidal waves of ruin which have previously 
submerged this Republic and take a look at the aftermath 
of each—of 1819, 1837, 1857, 1873 and 1893—classifying 
1921 as a mere economic episode. 

We start right off with a Big Bertha. 

“In some respects,” says Victor Clark, who laughs at the 
end-of-an-epoch theory, “the 1819 crisis, following the 
Napoleonic wars, was the worst in our history. Within 
three years the amount of money in the country contracted 
59 per cent, partly through the shipment of specie to Eu- 
rope, and partly through the failure of banks of issue.” 
Philadelphia, chief manufacturing city of the nation, saw 
three out of four of its factory workers lose their jobs. 
City and rural real estate was deflated two-thirds, and the 
losses in ocean shipping, which 
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Future Prospects As Re- 


vealed by Past Recoveries 


By JoHn C. Cresswity 


ment finally balancing its budget, the effects of a protective 
tariff, and the stabilizing financial and monetary influence 
of the second Bank of the United States, which was estab- 
lished in 1816; and to immigration and the lure of enter- 
prise in the West. 

The 1819 smash was coincidental with world-wide com- 
mercial misery, which seemed like the end of an epoch. 
The expressions of despair sound familiar; Greatest war in 
all history, heaviest taxation ever known, public debt of 
England greater than all the public debts of the world that 
had ever before existed added together, food costly, cur- 
rency debased and crazily restored. Then came record- 
breaking prosperity. 

Crash again in 1837. Every bank in the land, outside 
of New England, failed or suspended payment, the country 
was buried out of sight in debt, public and private. Farms 
sold in North Carolina for 2 per cent of their formerly 
supposed worth. Practically all of the property of Alabama 
changed hands in distress. In Mississippi slaves fell in 
price from $1,500 to $200. Of New York, it was said 
that it was a dead city. The rich lost all, and the poor 
died of starvation. Nine-tenths of all the factories in the 
Eastern states passed out; in the shoe industry of Massa- 
chusetts 50,000 men were out of work. The business dis- 
order was described as producing wider desolation in New 
York than the pestilence “which depopulated our streets, 
or the conflagration which laid them in ashes.” 

For five years densest gloom prevailed, before light be- 
yan to appear. Causes of this knockout are given as crazy 
land speculation, which made land at visionary prices the 
security for much of the currency. Land prices, says Clark, 

rose with bank issues, and the lat- 





was then one of the big national 
money makers, were equal to one 


1873 DEPRESSION 


ter in turn rose with land prices 
“by a sort of endless screw.” When 





fourth of the entire banking capi- 
tal of the country. 

Commodity prices crashed to an 
extent never again equalled until 
our own present day debacle. 

Causes of the 1819 affair were 
traced back to the big world boom 
after Waterloo. Mushroom for- 
tunes sprang up, speculation ran 
wild; foreign commerce octupled 
in three years, with imports twice 
as great as exports, paper money 
tumbled close to zero. Recovery 























the bubble burst the U. S. Trea- 
sury couldn’t borrow a dollar to 
meet its current needs, by reason 
of its ever mounting deficits. 
States ribaldly defaulted on their 
debts or repudiated them. Whole 
counties were actually sold for 
taxes. Laws were enacted for the 
| protection of debtors (sounds fa- 
| miliar, doesn’t it?). 

| Not for twenty years did New 
| 

| 





York City real estate prices re- 
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| cover. In some places they never 
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set in by 1822, due to the Govern- 
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did recover. Nothing in particu- 
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lar was done about this frightful mess. Liquidation read- 
justed debts, mostly by the process of annihilation. People 
got the idea that a high tariff would restore confidence, 
and chiefly for that reason it did. Uncle Sam began some- 
how to get in some cash, his credit improved; people went 
to work to feed and clothe themselves, and presently con- 
tinued to work to make money. Without anybody being 
able to say just when, where or how, the country revived 
and caromed into a casual depression in 1847 and then 
recovered its feet and galloped madly through a roaring 
boom into the pit of the panic of 1857. 

Gold was found in California and its glow illuminated 
the whole country and the world. Caution and prudence 
were thrown to the winds as men fought their way to the 
mines and those they left behind fought for speculative 
chances. Came the Mexican War and a surge of psycho- 
logical greatness, railroads were built as fast a horse could 
trot, canals marked all maps, new metropolises arose over 
night, speculation again became the denoted way to wealth, 
wild-cat banks put out wilder bank notes; there was no 
national paper currency and no national bank or banks. 

Business began to slump in 1856 and some “cranks” be- 
gan to suspect that a day of settlement was coming. It 
came with a bang in 1857. 
when everybody wanted 
his pound of flesh and 


explained a New York banker, “had been carried along for 
years in the volume of trade. Extravagance of living had 
already sapped the foundations of commercial success in 
hundreds of instances where credit supplied the place of 
lost capital. Mismanagement and fraud had gained footing 
in public companies to an incredible degree. Hundreds of 
millions of bonds were issued with little regard to the 
validity of their basis, and pressed upon the market by dis- 
honest agents, at any price from 60 down to 30 cents on 
the dollar. False quotations were obtained from sham auc- 
tion sales (in modern Wallstreetese, pools). The land 
grants by Congress to railway companies gave renewed ac- 
tivity to speculation, and state legislatures were bribed to 
locate railroads to serve individual interests. Public as 
well as private credit was compromised. The example of 
corruption in Government commissions and contracts was 
an extreme but faithful expression of the tone of popular 
feeling with respect to the sacredness of trusts and obliga- 
tions.” 

The moral collapse coincident with the economic dissolu- 
tion was remarked by the New York Herald in May, 1858: 
“Revolvers are carried openly and frequently used. Thieves, 
rioters, gamblers and pickpockets frequent our public as- 
semblies and turn our 
places of amusement into 
arenas of riot, debauch- 
ery and plunder. Our 





there was none. Same old 
story again. Everything 
fine until an epidemic of 
cashing in arises, and 
everybody is cashless, or 
finds that assets have be- 
come liabilities. As usual 
the watchers on the tow- 
ers didn’t see anything 
until they were blinded 
by the impact of the crisis, 
which came in August, 
1857, as the Ohio Life In- 
surance & Trust Co. blew 
up. Then they were con 
vinced by a thousand val- 
id reasons that the last 
great business blow of all 
had landed square on the 
point of prosperity’s chin 
for a_ knock-out, which 
would mark not merely 
the end of a round, but 
the end of everything. 

“It is a gloomy moment 
in history,” said Harper's 
Weekly, as men read and 
wept. “Not for many 
years, not in a lifetime of 
most men who read this 
paper, has there been so Culver 
much deep and grave ap- 
prehension; never has the 
future seemed so incalu- 
able as at this time (ever hear anything like that in these 
days?). There is universal commercial prostration and 
panic, and thousands of our poorest fellow citizens are 
turned out against the approach of winter without employ- 
ment and without the prospect of it.” 

The religious and the pious saw God's punishment for 
sin in the woes of the time, and the prophets after the 
event could explain it just as glibly as our present day post- 
mortemists can tell how inevitable was that which they 
could not foresee. “A prodigious weight of insolvency,” 
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Bread lines of °73, from an illustration in 


Harper's Weekly 


prisons are no longer able 
to contain their inmates, 
and nothing short of a 
Vigilance Committee 
seems to promise any re- 
lief. Our laws are no 
more than mere cobwebs, 
if a criminal or his friends 
have money, and our po- 
lice are not only inefficient 
but are suspected of be- 
ing in league with the vil- 
lains who prey upon so- 
ciety. Similar moralizing 
may be heard today from 
a thousand pulpits.” 

The 1857 fiasco reached 
its extreme depths in 
1859. Recovery took a 
start, but was set back by 
poor crops (nowadays a 
poor crop hastens recov 
ery!). Things were bet- 
ter in 1860. Then came 
the greatest war between 
Waterloo and the First 
Marne. All cyclical theo- 
ries were smashed includ- 
ing that of sunspots. The 
extraordinary demands 
for goods and the curtail- 
ment of productive labor 
created a particular rela- 
tion of supply and demand which was out of line with 
economic trends at home or abroad. The issuance of green- 
backs stimulated business, made debt payments easier and 
tended to prevent bankruptcies—so says Theodore Burton. 

As the armies of the North marched to the Gulf, the rail- 
roads marched to the Pacific. The South was paralyzed 
for a time but the North was vibrant with the sense of 
power, and national greatness. The wastes of war had to 
be replaced and a million soldiers easily found work. A 
new trek to the West set in. Europe clamored for food 
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and cotton and shipped over vast 
quantities of capital to hasten Amer- 


lionaires of 60,000 miles of new rail- 
ways slapped down in ten years, hec- 





ican development, whilst higher tar- 
iffs kept out foreign manufactured 





1893 DEPRESSION 
| 4 





goods and a flood of greenbacks lifted +10 
prices. Speculation roared into fi- 
nancial banditry. Jay Gould satan- 
ically manipulated a flock of panics 
and even planned to kidnap President 
Grant in putting over his gold panic. “ae 
Then Jay Cook and his dramatic 
Northern Pacific blew up. All who 
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had given credit demanded cash. Fac- “20 
tories shut down and 3,000,000 men | 
were out of work in a country whose -30 | | | 








tic corporation growth, mushroom 


| trusts, and all around apoplectic 
speculation, returned to the simple 
life. Five years in the wilderness, 
with a touch of hope in 1895, passed; 
then came the Leiter wheat corner, the 
defeat of the Bryan silver heresy, the 
Spanish War, Transvaal gold,—and 
new prosperity. Followed the cycles of 
ups and downs of 1901-04, 1904-08, 
1908-12, 1912-14, 1915-19, 1919-21, 
1921-24, 1924-27; 1927-? Buffeted 
by twenty-five business reverses in 110 
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population was only 30,000,000, and 
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years and positively ruined for eter- 





principally rural at that. Ninety- 
nine railroads went into receiverships 
and half a million railroad workers into idleness. All but 
two or three of the country’s 700 iron and steel plants 
closed. Banks disappeared, hard money vanished and the 
New York Stock Exchange was silenced for ten days as 
the storm flattened stocks and bonds. 


The Champion of Depressions 


All depression records were broken, a quarter of all 
railway bonds defaulted on interest; three-fourths of rail- 
way stocks ceased to pay dividends; four hundred millions 
of state and municipal bonds defaulted on interest and a 
hundred millions were entirely repudiated. Deflation was 
the doctor; and by 1877 the emaciated patient was saved 
but inert,—shocked by bloody strikes and scared by em- 
bittered industrial rebels. For two years longer the coun- 
try groaned in poverty but was growing stronger without 
knowing it. The gold redemption of greenbacks caused 
it to suddenly kick off the languor of convalescence in 
August, 1879, and by the following December it was gaily 
bounding into unprecedented prosperity. Wonderful 
Bessemer steel was the slogan of new industrial ambitions. 
Looking back from the shore of the slough of despond 
the country found that 1873 was the pinnacle of an ac- 
cumulation of debt, with nothing behind it except marked 
up real estate values. 

Up and down, the country limped and ran—out of one 
ness into another—for the next fourteen years. Europe 
declared a major depression in 1890 but short world crops 
brought good business to Uncle Sam, and Europe did not 
hasten to withdraw its funds. At the same time silver 
inflation of the currency helped the immediate domestic 
situation, but by 1893 Europe was hard hit and scared of 
our silver heterodoxy. It cried aloud for cash, and soon 
every creditor in the United States was do- 


nity by five of them, we plunged in 
1929 from the highest level of pros- 
perity ever known to depths of despair declared to be bot- 
tomless. 


Depressions Alike in Cause and Cure 


In all the great depressions the wiseacres have declared 
that the current one was fundamentally different from and 
worse than all others; and ever since the beginning of the 
industrial age, the progress of the machine and industrial 
power and over-production have been debited with eco- 
nomic mishaps. “England is full of multifarious produce, 
supply for human want in every kind,” said Carlyle in 
1843, “yet England is dying of inanition.” Yet, about the 
same time, wise John Stuart Mill declared that general 
over-production was an impossibility because “whoever 
brings additional commodities to the market brings addi- 
tional power to purchase.” 

Every new machine has been opposed as a job destroyer, 
but always the new machine brings more jobs. 

In 1886 Carroll D. Wright, declared that over-produc- 
tion had brought prosperity to its endless end, and the era 
of new world development was over—every region was fully 
occupied. The technocrats sang the same sad song two 
years ago, and a thousand half-baked economists chant it 
now. 

But looking back to 1815, Theodore Burton finds that 
the story of depressions and booms is monotonous. They 
are, he says, incident to a spirit of enterprise and rapid 
growth. Periodically too much capital is diverted from 
production for consumption to production for production, 
and new appliances and new methods upset the old. A 
period of adjustment follows, and then economic life goes 
forward on a higher scale. Speculation, inflation and fraud 
flourish while capital is pouring into production, and make 

readjustment more difficult. In the de- 





ing likewise, with the usual discovery that 
a nation cannot cash in, any more than a 
bank can pay all depositors, on the spot. 
“This situation,” reflects Senator Burton, 
“illustrates the fact that in causing crises | 
one of the most dangerous factors is a radi- ——— 
cal change in fiscal or economic policy.” 
Five million men were jobless, “‘armies” of 
wanderers marched on Washington. Farm- 
ers found themselves in mortgage debt for 
a billion dollars and droughts pursued them 
for ten years; but because of world over- 
production, the less they harvested, the less 
the price. The burden of debt was voted 
unbearable. Real estate booms smashed 
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bacle we always turn first to tampering 
with money. In the ultimate recovery we 
always go back to work and sound money. 

“The more we study the causes and de- 
pressions of the past,” says Victor Clark, 
old-line economic historian, “the less we 
find that is unprecedented in the world’s 
present difficulties. More than one hundred 
years ago the world’s economic troubles 
were already attributed to new inventions, 
over-production and technological unem- 
ployment.” 

Quack remedies have been profusely pro- 
posed in every depression, every one was 
characterized by unbalanced Federal bud- 

















right and left. Receivers did a land office -30 
business; and thousands of overnight mil- 
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gets, none was passed until government 
(Please turn to page 370) 
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Happening in Washington 


By E. K. T. 


General Johnson has gone away 
for a vacation and N R A is blowing 
away. As an emergency measure 
N R A is through. President Roose- 
velt’s order permitting 15 per cent law- 
ful chiseling on Government bids has 
directly or indirectly knocked the un- 
derpinning out of agreed prices and 
ricocheted through the supports of 
cost protection code prices. With price 
control blown up, production control 
becomes a farce for the time being. 
All over the country business concerns 
are quitting with the summer slump 
because it is cheaper to shut down than 
to run at wages that can not be ration- 
ally paid out of demoralized prices and 
small volume. Some code authorities are so angry that 
they are talking about throwing up their codes, but the 
cooler heads are urging them to hang on for the coming 
new setup, which will bury emergency measures and look 
to some permanent ordering of business under Govern- 
ment sanctions. Besides, bad as the present mess is, a 
general dissolution of the authorities would only make 
matters worse. 


Donald Richberg has been made secretary of three co- 
ordinating bodies which up to date have done little but add 
to the alphabetical bewilderment. The real object of this 
centralization is to plan the transition from emergency to 
normalcy and to convert the hundred odd commissions 
and administrations into some sort of unified nexus between 
government and business. Richberg’s job might be called 
the perpetuation of the New Deal. At some point the 
Government must begin to ease off the load it has carried 
for the last year. To do it too soon would spell business 
reaction, to postpone it too long would encourage business 
parasitism and ineradicable bureaucracy. Besides the tax 
levyers and tax eaters must soon be retired or a rising 
mountain of debt will compel inflation. 


Inflation, as I see it, however, is growing more likely. 
After all the antics of gold price elevation by decreed 
prices and sliced dollars the equilibrium of prices sought 
by the President is no nearer than it was fifteen months 
ago. Manipulation and massage of prices have failed and 
will fail. Remains only the rocket method of surcharged 
inflation—or leave it alone. That job will be attended to 
by the next Congress if the President does not start it in 
the meantime. The job might be spontaneous, but hardly 
while trade is so dead. The danger between now and the 
meeting of Congress is that the Administration will decide 
to mix a little kick into the situation with a view to making 
the fall lively and, therefore, Democratic, and that the kick 
will be too much for the brakes. 


Letters from people over the country indicate that 
they are getting ready for the tidal wave of inflation. 
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Prominent business man in an interior 
city, who fully comprehends all the 
implications of price inflation, writes 
me: “Extreme inflation would destroy 
all fixed values, and the Conservative 
back track will, of course, give us hard 
times and low wages and prices, but in 
my opinion it is the only way out— 
we haven’t yet begun to touch the 
mountain of debt that must be steam- 
shoveled off before we will be in trim 
to go ahead on another great forward 
drive. Inflation is merely a means of 
getting rid of old debt without de- 
nouncing it by law. If it were not for 
the successive washouts of inflation 
which have overtaken the world com- 
pound interest would have given us all over to the money 
lenders. Progress proceeds from inflation.” 


Herbert Hoover’s trail winds in and out of Roose- 
velt’s tracks. Someone reminds us that H.H. sicked the 
Federal Trade Commission onto the idea of voluntary codes 
of ethics for business and that it ran like wildfire for a 
while. The scheme crashed because business men would 
not observe their own rules. Present “authoritarian” codes 
are crashing because code members will not obey the law. 
The lesson is that American business still prefers the 
excitement of pirating and privateering to the stodgy ways 
of live and let live. 


Believe it or not, but this one comes to me from 
Nebraska: Chain of cash and carry lumber yards were 
selling lumber well under retail code “modal” prices— 
that word modal is worth good money —and N R A 
“compliance” — another grand word — got after them. 
“Modal your prices in a hell of a hurry,” it said,“or General 
Johnson will salvo a flock of dead cats your way.” 

“It can’t be done,” replied the cash-and-carryers, “because 
our farmers haven’t the money. You see we have lined 
up our prices, as Mr. Wallace and the President desired, 
with farm prices—commodity equilibrium principle, you 
know. We'd hate to lose the Blue Eagle and get the cats 
but while General Johnson is excommunicating us, we hope 
he will tell the world why. We need all the business we 
can get.” Status quo prevails. 


“Control of Credit has been transferred from New 
York City to Washington,” proclaims Jesse Jones, boss 
public-money lender. “The Government will, in 
effect, soon be a partner in more than half our banks.” 
Bank managements now have a perfect alibi-control of 
credit is in Washington. And when it comes to collecting 
from bankers Jones has two glass eyes: Loaned to banks, 
$1,177,000,000; repaid, $822,000,000. All collections at 
the Jones bank are running at the rate of $3,000,000 
: =“ Jones—he pays out the money, but he gets it 
ack. 
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Escaping the Menace of Plenty 


World Stocks of Basic Commodities Show Gradual 


Reduction Providing Basis for Justified Price Gains 


By Joun D. C. WeELDoNn 


HE depression 
ii was caused by i 
over - produc: ; 
tion. 

The depression was 
caused by under-con- ‘ 
sumption. : 

These contradictory a 
assertions are a fami- 
liar theme of circui- 
tous and profitless rea- 
soning. There is a bit 
of truth in each, but 
more in the latter than 
in the former—which 
statement still leaves 
one reasoning in a cir- 
cle, for, if under-con- 
sumption is a cause, 
what, in turn, was its 
cause? 

In any event it is 
in terms of the staple 
commodities of world- 
wide use that one 
must consider either over-production or under-consumption. 
Assembling the pertinent statistical data is easy. Interpret- 
ing it in its true significance is not so easy. 

The following facts are plain to see: Surplus stocks of 
staple commodities in the aggregate began to rise in 1925, 
nearly five years in advance of the beginning of world 
depression. On the whole, despite exceptions and varia- 
tions, this pilling up of surpluses was sharply accelerated 
during the depression itself, reaching an all-time peak in 
the first six months of 1932. Since the middle of 1932 
commodity surpluses have been declining. By the end of 
1933 the reduction from the peak level had amounted to 
nearly 14 per cent. The indications are that correction has 
continued through the first half of 1934. 

Regardless of the fact that stocks of most basic commodi- 
ties are still excessive and will undoubtedly be far above 
normal at the close of the present year, it is of vital and 
hopeful significance that the trend has been definitely re- 
versed. It is more than economic coincidence that world 
price levels in terms of gold halted their steep decline in 
1932, year in which commodity surpluses ceased to increase. 

Thus far, world commodity prices in terms of gold have 
done scarcely more than flatten out. They have not ad- 
vanced in proportion to the 14 per cent decline in surplus 
stocks recorded by the end of 1933, to say nothing of the 
additional reduction which, although official figures are 
lacking, has undoubtedly been accomplished during the 
first half of 1934. 

Necessarily, however, the first phase of the reversal of 
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Huge Stocks of Copper Have Been Reduced from 1,600,000,000 
Pounds to 1,100,000,000 Pounds 





so ponderous a force | 


as the world price 
movement is a cessa- 
tion of decline and a 
flattening out into sta- 
bility. 
say that the first ne- 
cessity of reflation is 
the halting of defla- 
tion. 

So far as price lev- 
els are concerned, that 
result was accom: 
plished when com- 





ceased to mount and 
turned downward. 
Quite apart from na- 
tionalistic control pol- 
icies of all kinds and 
from artificially resus- 
citated paper currency 





of the world is a gen- 
uine recovery in gold 
prices. It is a reasonable conjecture that no such rise can 
be brought about as long as commodity surpluses press for 
sale, but it is also a reasonable conjecture that continuation 
of the present reduction of surplus stocks must ultimately 
and gradually make for a world price recovery. 

The causes making for correction are double. On the 
one hand, depression and low prices tended to curtail pro- 
duction of most commodities. On the other hand, economic 
revival is tending to increase consumption. 

Curiously, as one gazes in dismay at the world’s apparent 
glut of basic commodities, there appears to be grave danger 
of not seeing the forest because of the trees. The vital 
factor underlying the surplus of any commodity is the 
volume of effective consuming demand. Is it hopelessly 
optimistic to venture the assertion that a couple of years 
of world economic revival would find the illusion of a 
desperate glut of basic commodities rapidly vanishing? Such 
an illusion has seemed to be the terrifying reality in every 
major depression. It has always vanished in time. Ad- 
mittedly, the proportions of today’s difficulty are greater 
than ever before, but so are the proportions of the enforced 
correctives which protracted depression sets in motion. 

What, for example, of the apparent over-production of 
cotton, familiar necessity throughout the world and vital 
export crop of this country? In any single producing 
country, production has always varied substantially from 
year to year, due chiefly to the vagaries of the weather and 
insect pests. Yet world production has for years been 
amazingly stable. 
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Let us see. Back in the five pre-war years of 1910-1914, 
world cotton production averaged 25,400,000 bales a year. 
Fifteen years later, in the five years 1925-1929, we find 
that it averaged approximately 26,000,000 bales. The in- 
crease of the latter period over the earlier was less than 3 
per cent, or far less than the increase in world population. 
Moreover, in the four years 1930-1933 world production 
of cotton averaged less than 25,300,000 bales, or approxi- 
mately what it was a generation ago. 

But perhaps the United States, largest world factor in 
cotton, over-produced. Let us see. Going back thirty-four 
years, we find that we grew 10,123,000 bales in 1900. In 
1910 it was 11,600,000 bales. For the nine years 1921- 
1929 it averaged 13,000,000 bales, some 12 per cent above 
the figure of 1910. For the four years 1930-1933 it aver- 
aged 14,200,000 bales, an increase of 22 per cent over the 
output of 1910, more than a generation previously. 

These figures, taken in conjunction with the notable sta- 
bility of aggregate world production indicated above, cer- 
tainly do not appear to spell a hopeless glut ‘of cotton. 
Why, then, did the carryover become sufficiently burden- 
some to depress prices to such unprofitable levels? There 
can only be one answer, and that is under-consumption. 
Depression and its accompaniment of increasing trade bar- 
riers reduced the world demand for American cotton. 

Presently the gap between supply and demand is being 
gradually narrowed, due both to curtailed production and 
increased consumption. The latter is the significant point. 
If consumption continues to improve we shall no doubt 
ultimately look back upon the present experiment in en- 
forced control of production as merely a curious interlude. 

The world surplus was 10,135,000 bales in 1928. It 
increased to 17,000,000 bales in 1932, had declined to 
approximately 16,000,000 bales at the close of 1933 and 
will be somewhat further reduced by the end of the present 
year. If one grants that a world surplus of, say, 5,000,000 
or 6,000,000 bales from year to year would be no more 
than a safety margin for an indispensable crop which is 
subject to wide weather variations, it then appears that 
what the cotton growers have to worry about is an actual 
excess of some 10,000,000 bales. This is substantially less 
than half of one year’s normal world production over the 
past quarter of a century. 

In 1921, 1922 and 1923 nature gave this country a cot- 
ton output averaging only some 9,000,000 bales a year. 
Other producing countries, notably India and China, have 
similarly known the 


700,000,000 pounds. In short, during the boom years con- 
sumption exceeded production and stocks were drawn upon. 
But in the four years 1929-1932, stocks mounted from less 
than 700,000,000 pounds to approximately 1,600,000,000 
pounds, thus more than doubling during the years of 
most acute world depression. Since the start of 1933 stocks 
have been declining and the latest figures show them at less 
than 1,100,000,000 pounds, a reduction of more than 30 
per cent in eighteen months. The movement in the United 
States, by far the largest producer and consumer, has been 
virtually identical. World copper stocks at present are 
only some 20 per cent above the level of 1924. Further 
light on the causes at work is the fact that while stocks 
were doubling in the four depression years, production 
over the same period was reduced in this country from 
approximately 2,000,000,000 pounds in 1929 to 510,000,- 
000 pounds in 1932. If one assumes that the world should 
have at least 500,000,000 pounds of copper on hand as 
a minimum above-ground reserve, the additional excess 
would appear to be less than one-third of a normal year’s 
demand. 

The depression caused a decline in lead production in 
this country from 685,000 short tons in 1929 to only 
257,000 short tons in 1932. Domestic stocks at the end of 
May were 233,000 short tons, an advance from 197,000 
over May, 1933. Our supply today is less than half of the 
curtailed production of 1930. It is equivalent to about 
two months of present world production. 

The story in zinc is similar. Production in this country 
fell from 631,000 short tons in 1929 to 213,000 short tons 
in 1932. Our surplus today is less than one month's 
world production and less than one-sixth of our 1929 pro- 
duction. For cotton, copper, lead and zinc, therefore, the 
trouble—now in process of gradual correction—is plainly 
under-consumption. 

The visible supply of tin increased from 25,900 metric 
tons in 1928 to a peak of 62,700 metric tons in 1931. It 
thereafter fell to 57,700 tons in 1932, to 27,000 tons in 
1933 and to 20,200 tons as of April, 1934. It is probably 
the one basic commodity in which stocks and production 
are now most closely geared to current demand. The con- 
trol thus reflected is an arbitrary one, practicable because 
tin production happens to be concentrated in the hands of 
relatively few producers. 

Only in rubber, sugar and wheat, among the most im- 
portant world staples, has the real difficulty been over- 
production, as dis- 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Germany’s Plight 


The foreign policy of Hitler has col- 
lapsed through the same type of stupid 
handling that was formerly attributed 
to the Kaiser. Such nations as Britain 
and the United States which have long 
sought to adjust the ever-present stress 
between France and Germany, have 
been alienated and today the Empire is 
more completely isolated and more 
effectively bottled up than ever before. 
The hoped for alliance with Russia, 
the mere mention of which cooled 
Italy’s friendship, has now been pre- 
vented by French diplomacy. Austria 
is adamant against union with Ger- 
many and her power is gone in middle Europe. 


Even the 
German press acknowledges with disillusionment that the 


French continental hegemony is supreme. Insofar as 
their individual interests will allow it, the Nazi policy 
gives promise of knitting together the nations of Europe 
against Germany with a consequent postponement in 
regaining, if not the destruction, of the foreign trade 
which is the life blood of this empire. Despite all the 
claims of self sufficiency and reliance on scientific develop- 
ment, the German nation is ill-prepared for such a catas- 
trophe. Her stocks of essential materials are too far 
depleted already and there is little likelihood of her re- 
capturing her former export outlets for manufactured 
articles while she is at the same time preventing herself 
from receiving the requisite raw materials for them. 
Economic isolation is inconsistent with the rehabilitation of 
gold reserves. A compromise has been attempted by sub- 
sidizing exports in order to compete with countries having 
devalued currencies, but this method is expensive and 
short-lived. The alternative is an inevitable lowering ot 
the standard of living of the German people which 
if carried to its logical conclusion will result in eco- 
nomic slavery comparable to that existing in Soviet 
Russia. 


Polish Coquetry 


Poland, the country superficially renowned as the birth- 
place of Paderewski, the breeding place of immigrants and 
the market place of European political bargaining, today 
presents a pleasing picture of agrarian fertility. Its peace- 
ful rural aspect, however, masks unfolding developments of 
far reaching significance. 

Hot on the trail of French Foreign Minister Barthou’s 
mission of good will came Hitler’s propaganda chief Goeb- 
bels to curry Polish favor. The two suitors, treated with 
the non-committal coquetry of an experienced courtesan, 
received no tangible evidences of partisan alliance. In the 
first place, Polish policy includes a little preliminary “gold- 
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digging.’ There are recurrent rumors 
of the possibility of floating a new loan 
in France. France, however, refused 
payment on the last instalment of the 
former loan for rail construction from 
Upper Silesia to the Baltic, and it is 
doubtful if much additional pecuniary 
assistance can be wheedled from this 
ally, whose parsimonious tendencies 
are traditional. 

With catholic ardor, however Po 
land is simultaneously pressing a more 
recently conceived flirtation with Eng- 
land. In fact, considerable English 
private capital is now finding invest- 
ment in Poland; particularly significant 
is the large order from Westinghouse 
for airbrake equipment. The expansion of Polish railway 
transportation ostensibly to stimulate industrial and com- 
mercial development in reality is also intended as a strategic 
military advantage in the event of war. 

On the other hand, Polish national economy depends for 
revenue largely on wheat and rye production. With the 
state of her finances so seriously strained, potential outlets 
for agricultural production must be kept open and conse- 
quently the maintenance of equitable commercial relations 
with Germany is of primary importance. At the same time 
Poland, inherently opposed to Hitlerism, is distrustful of 
Germany's forced attentions and perhaps justifiably alarmed 
over her outspoken ambition for the recreation of Mittel- 
Europa. Her natural leanings are unquestionably towards 
France, and Barthou’s recent pronouncement at Bucharest, 
that under no circumstances would France permit the vio- 
lation of Rumanian frontiers, might be interpreted by 
Poland as an indirect assurance of French intervention 
against Germany’s program of Eastern encroachment. 

Meanwhile, at the smart Warsaw horseshow, Polish 
dignitaries diplomatically applauded French and German 
cavaliers, with impartial enthusiasm. 


Prosperity in Palestine 


While most countries of the world still suffer the linger- 
ing pains of post-war convalescence, Palestine stands out 
as an isolated example of rejuvenated economic virility and 
commercial well-being. 

The boom, started by persecuted German Jews, is based 
on sound business principles. Capital salvaged from their 
wrecked commercial enterprises has been consolidated and 
re-invested in real estate purchased from the native popu’ 
lation, in industrial plant and equipment and as working 
capital to finance export trade. 

Immigrants are allotted land, loaned tools, provisions, 
personal necessities. Modern methods of intensive cultiva- 
tion soon showed handsome profits. These profits are 
credited on the books of the central finance administration 


THE MAGAZINE OF WALL STREET 





B for tl 
7 wor ke 
| Th 
© itiativ 
| privat 

basis. 





“Jeun 
it. In 
to scl 
turns 
ciate. 
Fre 
burea 
major 
terpri 
Th 
honey 
Hitle: 
all. 


AN 


By 
Doun 
factic 
“Pére 
leade: 
hopec 
end « 
turn 
repall 
the p 
popul 
next 
that « 
other 
of a 
bill is 
resto! 
ters. 
tinue 
Frenc 
No 1 
diseri 
other 
trade 
exam 
of Ju 
film 
Unit 
basis 
mont 
1 in: 
norm 
there 
sider: 
tion 
as tc 
tion 
the c 
can 
The 
of t 
how 
to p 
adva 
posit 
quen 
nego 


for 





mors 
loan 
‘used 
- the 
from 
it is 
Mary 

this 


acies 


Po 
nore 
Eng- 
slish 
vest- 
cant 
use 
way 
om- 
egic 


ons 
ime 
of 
ned 
tel- 
rds 
est, 
J10- 
by 
ion 





© for the account of individual land tenants or industrial 
‘ workers against previous advances. 


The system conceived solely on principles of personal in 
itiative and free competition permits ultimate ownership of 


| private property by those temporarily operating on a credit 
| basis. The pioneer spirit prevails. 


The former Jewish 
hres Dorée” of Germany work in the fields and like 

_ Infant industry manufactures articles ranging from silks 
to scientific instruments. Choice fruits yield profitable re 
turns in European markets. Land values steadily appre 
ciate. 

Freed from the shackles of regimented production and 
bureaucratic distribution now impeding recovery in the 
majority of countries, business acumen and intelligent en: 
terprise have borne fruit in Palestine. 

The Promised Land is at last flowing with milk and 
honey and it may be said, without undue exaggeration, that 
Hitler unwittingly has become the greatest Zionist of them 
all. 


A New Deal in France? 


By wielding the club of Chamber dissolution Premier 
Doumergue has so far kept the pack of yapping political 
factions at bay. So critical is the situation considered that 
“Pére Gaston” has categorically refused to relinquish his 
leadership even in the face of official opposition. It is 
hoped that no serious disturbances will crop out before the 
end of the parliamentary session when Deputies will re- 
turn to patch up their political fences, sadly need of 
repair since the outbreak of the Stavisky scandals. Whether 
the present Government backed by the influential but un- 
popular Free Masons (Francs-Macons) can reinstate itself 
next autumn is problematical. Many French critics assert 
that outraged public opinion will demand a new deal, while 
others forecast a repetition of Fascist history in the form 
of a “march on Paris.” In the meantime the fiscal reform 
bill is receiving deaf opposition and its ultimate capacity to 
restore budgetary equilibrium is questioned in many quar- 
ters. The regression of general business conditions con- 
tinued in the month of June reflecting the inability of 
French industry to adi ipt itself to new economic conditions. 
No relief moreover is in sight as regards tariff or quota 
discriminations or 
other measures of 
trade restriction. For 
example, the decree 
of June 26 established 
film quotas for the 
United States on the 
basis of the next six 
months effective July 
1 instead of for the 
normal cinema year, 
thereby causing con- 
siderable _ perturba- 
tion in the industry 
as to the future ac- 
tion contemplated for 
the control of Ameri- 
can films in France. 
The general policy 
of the Government, 
however, is expected 
to place itself in an 
advantageous tactical 
position for  subse- 
quent tariff or quota 
negotiations with the 
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Coal Mining in Upper Silesia, Poland 
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Capital for China 


Capital, sadly limited since the depression in new we 
to conquer, is looking with avid interest towards China a 
a possible source of release from its pent up inactign. 

The attraction of foreign capital for the much needed 
reconstruction of China depends on various factors, namely, 
an assurance of greater political permanence; the provision 
for reasonable security by budgetary retrenchment; the 
modification of existing laws, tending to restrict the invest- 
ment of foreign capital in domestic enterprises. Actually, 
Chinese economic conditions are critical, potentially, by the 
exploitation of her resources, her situation is promising. 
This does not mean that a high degree of agricultural and 
industrial development can be rapidly achieved, for the 
reason that the congested state of her population will per- 
haps permanently prevent a wide margin of production 
over consumption. It does mean, however, that the coolie 
standard of living can be appreciably improved. But this 
improvement must be stimulated by outside forces. For 
centuries, China has been unable to pull herself up by her 
own boot straps, while competitive foreign enterprise has 
failed to penetrate beyond the coastal cities. 

There are, however, several outlets for the profitable em- 
ployment of foreign capital in China; notably in the ex- 
pansion of railroads and communications, in the construc- 
tion of public utilities, and in the development of thos 
industrial ventures peculiarly suited to the C fei al Raisers. 
which demand a maximum of labor and a minimum of 

mechanical equipment. According to the most recent im 
port statistics, China is still dependent on foreign sources 
of supply for a large percentage of her food requirements 
and raw materials. Most of these products, of wabieh rice, 
cotton and wheat constitute the major items, could be even- 
tually produced domestically by the application of an in 
tensive agricultural program. The realization of this aim, 
coupled with a gradual revival of China’s export business, 
including principally metals, coal, tea, silk, eggs and special- 
ized manufacturers, would turn the tide against her 
balance of foreign trade. 

Foreign capital 
would obviously fos 
ter greater activity in 
the fields previously 
mentioned, and ir 
turn increase internal 
purchasing power, 
contributing thereby 
to the security of the 
capital so invested. 

It may be argued 
that under present 
conditions in China, 
the risks entailed are 
too incalculable to 
warrant investment. 
On the other hand, 
has not capital too 
long been the victim 
of vague fears, of a 
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reactionary caution 
which even. with 
strongbox security 


proved a futile pre- 
ventive against princi- 
ple depreciation. 
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New Pension System Cuts Into 


Rail Earnings 


Operating Costs Will Rise by 60 Mil 
lion Under Compulsory Pension Act 


By Warp GaTEs 


\ \ JITH regard to the railroads, Uncle Sam’s motto 
apparently is: “Let not the right hand know what 
the left hand is doing.” In burdensome regulation 

the right hand has given the carriers many a blow, the 

latest of which is the imposition by Federal law of a com- 
pulsory system of retirements and pensions estimated to 
increase Operating costs by $60,000,000 a year. 

Meanwhile the left hand of the Government has handed 
out millions in loans to enable the weaker roads to survive. 
In view of the fact that Class I roads in the aggregate in 
1933 failed by $13,000,000 to earn fixed charges and will 
fare only moderately better this year, the arbitrary imposi- 
tion of an additional $60,000,000 a year in operating 
charges will quite logically have two generally unfavorable 
results. First, it will to that extent lessen the ability of 
weak roads to repay previous Federal loans. Second, it 
may force some roads to ask additional loans. 

Thus, the left hand—which, of course, reaches directly 


charges, when their working capital position on the 

whole has been seriously impaired by protracted depression, | 
and when many systems are burdened with floating debt | 
to the Government and the banks. 

How much is $60,000,000? Well, for one thing, it | 
would pay the annual interest on capital flotations of 
$1,000,000,000, out of which a vast amount of modernized 
railroad equipment could be built, with a consequent boost 
to employment in the heavy industries. This also would 
be socially desirable. 

From the point of view of the railroad investor, two 
conclusions present themselves. First, Congress may legis 
late but the Supreme Court has the final word. It is more 
than probable that the recently signed pension law will be 
taken to court by the roads in a test of its constitutionality. 
There are two possible lines of attack. One is the question 
whether the Government can force a railroad to make 
payments into a general fund out of which pensions would 
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into the taxpayer's be paid to persons other 
pocket—will continue to if than the road’s own re’ 
pay, at least in some tired employees. The| 
measure, for what the Estimated Cost of Compulsory Rail | other question is wheth- 
right hand is doing. Pensions || ex mandatory payments 
Undoubtedly pensions eas rs i} of pensions to persons 
for ageing rail employees Compulsory Voluntary or | no longer connected with 
are socially desirable. In- Payments Pensions © Decrease = jf a railroad are constitu- 
deed, the majority of Atchison. .........2.., $2,198,754 $1,386,534 $812,220 |f ti...) 
roads for years have vol- Atlantic Coast Line ............. 788,778 238,908 mane | Second, if the law is 
“ ae : : * 
untarily paid out sub- Baltimore & Ohio. ...... ine 2,065,540 2,105,260 39,720 |! upheld by the Supreme 
stantial sums in pensions. sioneidagiaemenhaias Rpeaans velconnid eee | Court, its practical 
iiinien: ch dakar te I issixiecdk5 cbse: .... 1,883,761 1,145,688 wae dies mie he eee 
; y | 
sied that «ditional St. Patt. .....escesee a meee 1,468,196 /] by the investor in rela- 
yension costs of $60,- ON Se TOR on 45s eens nes — tion to the individual 
I s ; 
000.000 a year are not I ok ks we ceas sec 1,221,600 719,274 602,326 roads and not in totality 
of vital importance rm reed Le 520,268 aoe oe Between the different 
comparison with the an- ee Saee aes on inves 2s veeere ee adie roads, results will vary 
nual railroad wage bill, ican wemggamema stove hain pe greatly—depending up: 
even under present my ee emgage ATE rer att aa ar 1,437,33 1,259, : nari on the existing costs of 
peed conditions, of Louisville & Nashville........... 1,258,225 — — | pensions being volun- 
some $1,500,000,000 ‘ Missouri Pacific....... . 1,193,133 646, ’ | tarily paid. 
‘ine New York Central........ 5,162,250 2,737,739 2,424,511 | Because the law does 
al. c o c Ss 
: ; as el easy ,075, 943,046 132,062 
The answer is that in seataeeracee essai ‘ not apply to salaries or 
; ' Northern Pacific.................... 919,995 931,788 *11,793 Re fae 
in truth it would not be Norfolk & West 956,828 626,953 329,875 WEEE Sh eee OF 
important under normal na cierambiads é ‘ a month, no completely 
i Pennsylvania............ 5,632,863 7,884,089 *2,251,226 peas re 
conditions of railway 5 accurate estimate of its 
trafhic nied seine It Southern Pacific....... : 2,482,763 1,819,960 662,803 cost to individual veiihe 
é s. 
sheer: ee aed kus 1,452,682 41,609 1,411,073 
is important at a time ae ete in ie sii can be had from inspec 
when the roads in the ok i ig alae aiad, oe — ; tion of their 1933 pay- 
aggregate are barely able : (Please turn to 
to earn their fixed = ————— page 370) 
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onsider the Call Price 


Increasing New Financing Will Involve Many Re- 
demptions to Take Advantage of Lower Interest Rates 


By Stanvey Devin 


URING 1933, the aggregate of new capital raised 

through the sale of corporate bond issues totalled 

only $161,000,000, while the sale of bonds for 
refunding purposes totalled only $338,000,000, exclu- 
sive of U. S. Treasury financing. These figures were 
lower even than in 1932, a year marked by the nadir 
of deflation and market conditions which made it virtu- 
ally impossible to float new securities. In the light of 
recent events, however, it is safe to venture the predic- 
tion that the current year will produce a substantial gain 
in the flotation of new securities. In fact, there is a live 
possibility that within the next twelve to twenty-four 
months there will occur a decided revival in the new capi- 
tal market. It is, therefore, timely and important that 
present bondholders consider this possibility in the light of 
their own interests—for such an event would have a 
significant effect both upon the value and the income 


unusually heavy demand thereby created for corporate 
bonds has been accentuated by the fact that the available 
supply has not been augmented by new issues. 

The influence of these factors upon the bond market 
has been potently bullish, THE MacaziINE OF WALL 
STREET'S Bond Price Index has advanced steadily since last 
November, with the peak having been reached last April. 
The recession in the subsequent months has been very 
moderate. Seasoned bonds in the high grade brackets have 
advanced in price to a point where the yield, in the ma- 
jority of issues, is less than 5 per cent and in not a few 
cases less than 4 per cent. Thus, we have a situation where 
the possibilities of adverse results to the individual investor 
are twofold. 

First of all, the average investor is unlikely to display 
any eagerness in acquiring bonds which yield only 3 or 4 
per cent but, in the present circumstances, he must of 


of their holdings. 

To more fully appreciate 
the importance of this situ- 
ation, a brief examination 
into the background will 
serve to emphasize the po- 
tentialities. The almost 
complete cessation of new 
corporate financing has re- 
sulted from the erection of 
a formidable dam—a struc- 
ture which had for its 
foundation the general de- 
moralization of the bond 
market in 1932 and com- 
pleted by the severe restric- 
tions embodied in the Se- 
curities Act of 1933. New 
corporate issues have been 
as rare as the traditional 
hen’s teeth — hardly more 
than an insignificant seep- 
age as compared with the 
normal flow. 

In the meanwhile, how- 
ever, bank deposits have 
increased steadily and bank 
reserves have reached un- 
precedented heights. These 
funds, the earning assets of 
a bank, perforce must seek 
investment. With commer- 
cial demand stifled by busi- 
ness uncertainty, bank 
funds have been forced 
literally into U. S. Govern- 
ment securities and high 
grade corporate bonds. The 
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Representative List of Bond 


Issues Quoted At or Above 


Call Price 


Abraham & Straus deb. 5's, ’43 
American Sugar 6s, 1987........... 
Amer. Tel. & Tel. Coll 5s, 46....... 
Amer. Tel. & Tel. S. F. 514s, '43... 
Brooklyn Edison 5s, ’49............ 
Cleveland El. Illum. 1st 5s, ’39...... 


Commonwealth Edison 5!4s, ’62...... 


Conn, Lt. & Pwr. Je, 1968... ...5.... 


Consolidated Gas deb. 5's, ’45......... 

pe 
a OR | a ra 
General Motors Accep. 5s, ’36................ 
MSC ECO Oy RONG a ose kd o.5.5 Fs is 9 kw head ase abso 


Hrumiple OF Gs, T9S7 . 0.066 oc ecias 
Illinois Bell Tel. 5s, 1956........... 


Leng Totend B. BR. G6, I0GF .... s. ccceess 
Narragansett Elec. Co. 5s, ’57........... 


1 Be et Se | | Ae 
oe Ges ge  : Oe 


Pacific Gas & Elec. 5\¥s, '562................. 
Pillsbury Flour ist 6s, °48..................45 


Sinclair Cons. Oil 7s, 1987.......... 
Southern Cal. Edison 5s, ’39........ 
UO EE CEG: Sat a) "2! | ee 
Gwilt & Co. Ge, 2006. ............5. 


Tobacco Prod. 614s, 2022.................... 


Union Pacific R. R. 5s, 2008........ 











necessity make a _ choice 


: among second grade issues 
if a return of 5 or 6 per 
cent is to be obtained. Un- 
less care and discrimination 
is exercised in the selection 
of such issues, the risk in- 
volved may be greater than 

Call = Recent the compensation of the 

Price Price . : 

ee ae higher yield. 

os aie: aie _ The second adverse pos- 
<_< en sibility is undoubtedly the 
ee ei more subtle, or at least it 
. — dia may not be as apparent as 
ie ° ics | the first, for it lies not in 
porn parte | the intrinsic value of a par- 
ees | ticular bond issue but in 

a wa the fact that an extensive 

a alle list of bonds is now sell- 

a ae ing from one to five points 

ise ae above their redemption 

ae il price. There is likewise an 
eece, a | aie equally extensive list of is- 
aor we ety sues quoted above the prices 

i ao at which they may be called 

i are for redemption in 1935 
sennee 105 108 and 1936. 

eadin. a. na: | It has been necessary for 

<i | the investor to pay but 

sia aa scant attention to the call 

seein ac aan price of a bond, during the 

Lv a || ai past several years, for rath- 

see kc ae pene | er obvious reasons. Until 

re ae a a | late last year, the supply 

“ ‘ae | of good bonds below par 

elec “te was more than adequate 
and even when the gap 
— (Please turn to page 367) 
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The Magazine of Wall 


HE MacazineE OF WALL StreET’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “doubled starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration; while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 





Total Amount Fixed Charges 
funded of a times earned t 


Price 
cu 





Company debt issu 


(mil’ns) ( mil’ns) 19382 1933 


Yield to COMMENT 
Callt Recent Maturity 





Baltimore & Ohio R. R. 












































el | ere 606 157 8 1.0 105 101 $3.8 Better grade issue. 
Ref. & Gen. ae | Sie 242 .8 1.0 105 82 6.1 Junior to issue above. 
ET eee 606 63 8 1.0 105 '36* 66 7.5 Junior to two issues above. 
*Southwestern Division i 606 45 8 1.0 105 °45* 99 6.1 : 
Pitts., L. E. & W. V. Syst. Ref. 4s,'41.... 606 53 3 1.0 100 99 4.1 {All three issues are about of the sam> good 
Toledo-Cin. Div. 1st & Ref. “A” 4s, 59... 606 23 8 1.0 102% 88 «4.8 grade. 
Buffalo, Roch. & P. Cons. 4s, ’57....... ae 29 NC 76 §.5 Reasonably sound. 
Chicago & Alton Ref. 8s, 1849............ Sioa 45 NC 60 7.4 Second class. 
Chesapeake & Ohio Ry. 
co EE ear 222 30 3.2 3.7 NC 111 2.7 Of the highest grade. 
SP Rc Sib Sis ccs weewwre ce eens 222 50 3.2 3.7 NC 110 4.0 Still strong, tho junior to issue above and 
prior liens thereto. 
Ref. & Imp. “B” 4s, 1995.............. 222 60 3.2 3.7 110* 105 4.2 Junior to two issues above. 
Hocking Valley ist Cons. 4s, 1999...... 222 16 3.2 Ki NC 108 4.2 Assumed by C.& O. Better grade bond. 
Chicago, Milwaukee, St. Paul & Pac. R. R. 
ois bh esmcnsenwonaee 478 150 % 4 NC 62 6.6 Although position improved, issue is a large 
one. Medium grade. 
oe ne Jae eee 478 106 =| 4 105* 37 13.0 Junior to the large general mtge. 
___ Conv. Adj. “A” Ss, 2000................. 478 183 x | 4 105 13 ... Junior to two issues above. Speculative. 
Chicago Union Station Co. 
SIRT ERED bic cs cwanyceicessseines 67 60 105 107 4.1 Guarantors include strong roads. Mortgage 
position also good. High grade. 
Guaranteed Ba, 1946. .........0 50. ceces 67 7 105* 107 4.2 Similarly guaranteed as issue above, but not 
mortgage secured. 
Cin. Union Terminal 1st “A” 414s, 2020..... 36 36 10714 '35* 108 4.2 Guarantors include the B. & O., the C. & O., 
Norfolk & Western and Pennsylvania. 
Lehigh Valley R. R. 
Cons. 6s, irredeemable.................. 92 13 6 .6 NC 113 5.2 Junior to issue above. 
OS Ee eae 92 72 .5 .6 NC 61 6.6 Junior to two issues above. 
Lehigh Valley Ry. Ast 444s, 1940......... 92 15 6 6 NC 99 4.7 Good caliber bond. 
Lehigh Valley Term Ry. 1st 5s, 1941. 92 10 5 6 NC 105 4.2 Secured by valuable property. 
Lehigh Valley Harbor Term Ry. 1st 5s, "64. 92 10 6 .6 105 °44* 103 4.8 Good grade. 
New York, Ontario & Western Ry. 
met, Coow 250) G6, 29GB... 6.5 ccc cceses 30 20 1.5 1.2 NC 66 6.1 Medium grade. 
Gen. 4s, : si 30 9 1.5 1.2 110 58 8.2 Junior to issue above. 
Norfolk & Western Ry. 
eS IID So 5 nn bin iso wie ws 0iev e000 91 41 4.9 6.4 NC 107 3.7 Of the highest grade. 
Div. ist & Gen. 4s, z94e ial otscmenwalse < 91 35 4.9 6.4 105 106 $8.8 Junior to issue above, but still high grade. 
Pocahontas C. & C. P. M. ist 4s, 1941.... ae 11 Sse peeks 105 105 $8.2 High grade. 
Public Utilities 
Brooklyn Edison Gen. “‘A”’ 5s, 194 67 56 4.8 4.4 105 108 4.2 Of the highest grade. 
Cincinnati Gas & Elec. 1st “a 4s, #1968 35 35 4.6 3.8 100 102 3.9 Of the highest grade. 
Columbia Gas & El. Deb. 5s, 1952.......... 171 105 2.4 2.1 104° 88 6.0 Position improved. Reasonably strong. 
Columbus Ry., Power & Light Co. 
wist & Ref. “A” 4}4s, 1957............... 24 19 2.9 105* 98 4.6 Better grade investment. 
Convertible 5)4s, 1942.................. 24 5 2.9 105* 107 4.4 Security equivalent to issue above. 
Dayton Power & Light ist & Ref. 5s,1941... 20 18 105* 108 Better grade bond. 
Duke Power Co. 
ist & Ref. 4s, eee re 62 40 104° 104 4.3 Better grade investment. 
Georgia Power ist & Ref. 5s, 1867.......... 117 98 105* 80 6.5 Rate reductions lower caliber somewhat. 
Medium grade. 
Houston Ltg. & Pwr. ist & Ref. “A” 5s,’53.. 28 28 2.6 2. 103* 105 4.6 Better grade. 
Louisiana Power & Light 1st 5s, 1957 _ Po eeke 18 18 2.4 1. 105* 94 6.5 Reasonably good bond. 
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Public Utilities (Continued) 
a Total Amount Fixed Charges a 7 ; 
funded of — times earned t Price 
Company debt _issu aa “~ Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
**xLouisville Gas & El. “1st & Ref. oe 5s, 1952 31 27 2.4 2.5 110* 107 4.5 Rotter grad> investment. 
Milwaukee Gas Light ist ys a8, a 13 13 2.7 2.6 10714* 107 4.1 Better grade. 
Minnesota Power & Light C 
ok A OR See 36 29 TR 1.5 1013, * 77 6.2 Medium grade. 
Great Northern Power Ist 5s, 2.1.35..... : jn er ee 110 100 5.0 Goed sound issue. 
Montana Power Co. 
PE I i IIs 6 6.6 soccer dvcsésarce 46 29 1.8 1.6 105 99 5.1 Good caliber. 
Deb. ‘“‘A”’ 5s, 1962... . oe —— 13 1.8 1.6 104* 81 6.5 Ranks junior to issue above. 
New Orleans Public Service, Inc. 
ee Be oe errr 55 30 1.3 i323 104* 56 $9.9 Second grade. 
RR Wo ais. ac bia acs ewes anew gave 55 12 1.8 3.2 105 656 8.0 Junior te issue above and prior liens thereto. 
Maturity may prove embarrassing. 
New York Edison 
1st Lien & Ref. “B”’ 5s, 19 123 85 5.0 4.4 105* 108 $3.9 High grade investmnt bond. 
= Y. Gas yg Lt., Heat & Dwr. ‘Ist t 65, 1 1948 123 15 5.0 4.4 NC 115 3.7 { Assumed by New York Edison. 
do P. M. 4s, 1949..... 123 21 5.0 4.4 NC 106 3.4 Gilt edged. 
Oklahoma Gas & Electric Co. 
RR MR 0515 4 5 '5 56 igo bso. 0556 5 4501 43 34 1.8 p Ts 104* 96 5.4 Reasonably good bond. 
uo BL ere eee 43 7 1.8 1.7 10214* 91 8.0 Junior to issue above and prior liens thereto. 
Philadelphia Electric Co. 
1st 5s, 1966 .. 168 57 2:8 3.3 110 118 4.2 High grade. Sk ; 
ist Lien & Ref. 4! 6S, "1967. 163 33 3.3 3.3 104'4* 107 4.1 First 5s, pledged under this issue make it 
almost as strong as one above. 
1st & Ref. 4s, 1971. a0 oe 59 3.3 3.3 10214 * 104 3.8 Junior to two issues above, but still strong. 
Philadelphia El. Pwr. 1st 514s, 1972... 35 35 1.6 1.6 106* 109 4.9 Not obligation Phil. El.Co. Good caliber. 
Utah Power & Light Co. 
8 Eee ere 54 37 1.6 1.2 105 69 9.9 Only fair grade. 
1st & Gen. 4% Py 1944. 54 5 1.6 sae 102* 64 10.4 Equal amount of Ist 5s, pledged hereunder. 
Deb. “A”’ 6 ; 54 5 1.6 1.2 110* 564 11.1 Jr. to two issues above. most speculative. 
she Utah Lt. & Trae. Ast & Re °f. “A” 5s, 1944.. 12 12 1.0 1.0 105 66 10.4 Guaranteed by Utah Power & Light. 
Industrials 
Aluminum Co. of America Deb. 5s,1952...... 35 35. .... 105* 104 4.6 Real caliber difficult to ascertain, but prob- 
ably good grade. 
*American Rolling Mill Deb. 5s, 1948........ 40 37 def a 1034%* 87 6.4 Large recent maturity successfully met. 
Business much better. Medium grade. 
Goodrich (B. F.) 
ist 614s, 1247.. 38 16 def 1.0 107 105 6.8 Fairly sound issue. 
Conv. Deb. a eae 38 22 def 1.0 10514 * 85 8.0 Junior to issue above. 
National Dairy Frcbects Deb. 6s, [248 70 70 3.9 8.7 10314 * 98 6.6 — — somewhat improved. Medi- 
Phillips Petroleum Deb. 8s, 6.1.39....... 27 27 1.3 5 101* 101 5.0 Company's fa nancial position much improved. 
*Remington-Rand Deb. “A” 514s, 1947...... 18 18 def c 2.2¢ 104° 93 6.3 cYears to Ta Company strong 
financially and doing better. 
Standard Oil Co. & +P Deb. 53,1946...... 124 90 2.6 6.0 102* 106 4.4 An investment of the highest caliber. 
Texas Corp. Deb. 58, 1944................. $8 90 6 ae 101}4* 108 4.5 Business improved. Now better grade. 
7 Products wr. J.) Coll. Tr. Deb. 614s, 
Pee ce eer ae iL oer e sols ome SN ore 35 35 100 106 6.1 Secured a7 lease agreement with Am. 
Tobacco. Appears sound issue. 
Western Electric Deb. 58, 1844............. 35 35 def def 105* 104 4.5 Despite recent poor earning power, company 
is still strong and the bond a good one. 
bai ~~ Steel ist & Ref. (mow ist) “B” 44s, 
“ee Ee ere 26 26 def 4 102* 84 6.8 Position improved. Medium grade, 
fomminns Sheet & Tube 1st “‘A’’ 5s,1978... 90 90 def def 105* 84 6.0 Further recovery expected for this year. 
ae nin e S. P at, eo Medium grade. 
Short-Term Issues 
ee __Due Date____ es aaa 
** Atlantic Refining Deb. Ss. ; 14 5.9 10.1 NC 107 2.3 Better grade investment. 

Buffalo Gen. El. ist Ref. Es. were oS 7 2.6 $.1 195 108 8.2 High grade bond. 

Chicago Gas tient & Coke ist 5s......... 7.1.37 10 1.0 es NC 106 3.0 Better grade investment. 

J Bl re rere: 12.1.37 28 1.4 def 1034, 105 3.5 Better grade issue. 

Humble Oil & PERE ere rr re 4.1.37 19 9.1 18.2 102 105 3.4 Normally a very wide margin earned over 

interest requirements. High grade. 

Midvale Steel & Ordnance Conv. 5s...... 3.1.86 31 defh defh 105 103 2.9 hEarnings Bethleh2m Stoel. Better grad>. 

** New York Telephone ist & Gen. 444s... ..11.1.39 61 3.4 4.6 110 109 4.1  Gilt-edged. 

Pacific Tel. & Tel. ist & Coll. 5s.......... 1.2.37 26 4.1 3.8 110 107 4.6 Ofths hizhost grads. 

t Fixed charges times earned is computed on an “over all” basis. __ In the case of a railroad, the item includes interest on funded debt and other debt, 
rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. {An entry such as 105 ’36 means that the bond is not callable until 1936 at the price named. * Indicates that the issue is callable as 
a whole or in part at gradually decreasing prices. ** Our preferences where safety of principal is predominant consideration. * Our preferences where some 
slight risk may be taken in order to obtain a higher return. 





1934 


for JULY 21, 


345 








A New Deal for Sugar 


Recent Legislation Will Have Farreaching Effects Upon 


the Commodity and Upon the Companies That Pro- 




































duce It. Rising Sugar Prices Will Benefit Investors 
By H. F. Travis 

ERHAPS the one producers and process- 
thing that SUGAR PRICES ors really fare very 
emerges most _— : — well indeed under the 
clearly from the recent 650 UF Ge he ee es ag en (a oe Jones-Costigan Act. 
barrage of laws and Ct of TT TT TT cxanutarcs TT] | Out of a basic estimate 
edicts relative to sugar e | | ied | 1 | || of consumption of 6,- 
5° 4 —— : J 5s ’ 
is _that, while the . oni | | i= PS WE Wie tee vcs a WE Ne 452,000 _ short tons 
United States must pe adhe =a | | (raw value), beet is 
continue necessaril -o | ee Lo d ifically 
essarily to bea Le | | fm ee me, | allotted speci 9 P 
rely upon other terri- z 3 TT). LULL A TT] OLCOCY=ee 1,550,000 tons and the 
tory for much of her Site Semi “lara tee iv ma ‘oe Sh ae: cane from states of 
aie i Louisiana and Florida 


needs, her dealings in 
this commodity will be 
virtually divorced 
from those of the rest 59 
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ae is set at 260,000 tons. 
zm At the same time, the 
domestic industry must 
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any increase in actual 
consumption over and 








for sugar will have no 
connection—even making adjustment 
for various tariffs and taxes—with the 
price paid in other countries: the price 
that the American producer is to re- 
ceive for his sugar will have no rela- 
tion to the world price, nor to the 
price paid foreign producers. In 
other words, sugar destined for the 
American market is to be a_ regi- 
mented, regulated commodity, accord- 
ing to the best precepts of the “New 
Deal.” 

It may be said frankly at the outset 
that the objectives behind the control 
of sugar are more laudable than those 
behind the control of certain other 
commodities. The consumer, of 
course, almost certainly will pay. the 
piper; if he does not, then the desired 
control will have failed. But as the 
consumer always pays in this kind of 
scheme, we will merely note the fact 
and let it go at that. Specifically, the 
underlying objective behind  sugar’s 
“new deal” is to crystalize the present 
situation; not to reverse past asinine 
and uneconomic policies, but to pre- 
vent them doing any more damage 
than that already done. By juggling 
tariffs we brought Cuba, the lowest 
cost producer of sugar in the world 
and one of our best customers for other 
goods, to the verge of ruin. We have 
pursued policies that have made it ex- 
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tremely difhcult for our well-en- 
trenched and efficient domestic refining 
industry. In exchange, we fostered a 
beet sugar industry in this country, 
possibly with labor conditions worse 
than anything elsewhere and also fos- 
tered an insular production which was 
unnecessary, for Cuba could well have 
supplied all we wanted at a very satis- 
factory figure. 

To a further development of these 
effects we now call a halt. Under the 
Jones-Costigan Bill, recently become 
law, quotas are established for the prin- 
cipal producers supplying the United 
States, based on an estimate of con- 
sumption made by the Secretary of 
Agriculture. On signing the bill, the 
President cut the basic tariff on Cuban 
sugar from two cents a pound to one- 
and-a-half cents, so that, under the 
provisions of the bill, a processing tax 
on refiners of domestically produced 
sugar and a compensatory tax on 
direct consumption imports, is imposed 
up to this amount. The receipts from 
the tax will be paid back as benefits 
to the producers on whose sugar it was 
levied. The effects of what has hap- 
pened in sugar, however, perhaps may 
be better understood by a “sectional” 
discussion of the commodity. 

As might have been expected of 
their politically strong bloc, domestic 


above the basic esti- 
mate that is officially made. 

Now, the Secretary of Agriculture 
estimates actual sugar consumption in 
the United States this year at 6,476,- 
000 short tons, or 24,000 tons over 
the basic estimate. As 30% of 
this increase automatically goes to 
domestic producers, the beet quota for 
this year has been fixed at about 1,556,- 
000 tons. This is roughly 10% under 
last year’s output, but it must be re- 
membered that last year was the best 
on record. 

The next step, of course, was to 
make marketing allotments to the 
various individual companies. This 
has been done and it is to be noted 
that the Great Western Sugar Co. 
has been assigned 9,594,284 bags 
(100 pounds refined value) Holly Su- 
gar, 3,863,859 bags, and American 
Beet Sugar, 2,892,159 bags. 

While it does not absolutely neces- 
sarily follow that these companies will 
be great beneficiaries under the “new 
deal” for sugar for the reason that their 
profits depend almost entirely upon the 
“spread” between the cost of beets and 
the price of refined sugar, it is a logi- 
cal expectation that they will be aided 
materially. They have received sub- 
stantial allotments of the existing mar- 
ket and are assured of a liberal pro- 
portion of any increase. At the same 
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ume, the price of sugar has gone up— 
it is always easier to make money on 
a rising market—and it may well go 
up further. 

As for the producer of beets, 
he has been guaranteed a market for 
not far from his maxi- 
mum output and will be 
a beneficiary of the proc- 
essing tax. The Secretary 
of Agriculture recently 
stated that under the 
terms of the sugar pro- 
gram it is likely returns 
to domestic beet growers 
will average $6.50 a ton, 
compared with $5.32 per 
ton in 1933. 

Still on our own shores, 
there remains to be con- 
sidered such companies 
as American Sugar Refin- 
ing and National Sugar 
Refining whose business 
mainly is the processing 
of raws produced abroad. For years 
—and the figures appear to bear them 
out — it has been contended that 
the domestic cane refining business 
faced ultimate ruin because of a 
defect in the tariff. Quoting from 
American Sugar’s annual report for 
last year, a point made many 
times before by the same company but 
without result on the Tariff Commis- 
sion, it is found that “The United 
States duty on Cuban refined sugar is 
2.12 cents per pound. But the United 
States refiner must use 107 pounds of 
raw sugar to make 100 pounds of re- 
fined sugar. So the fact is that duty 
on the Cuban raw sugar required by 
the domestic refiner to make a pound 
of refined sugar is 2.14 cents as against 
only 2.12 cents duty 


of Cuban refined, imports of refined 
from our insular possessions have also 
been an important factor contributing 
to the troubles of such companies as 
American Sugar. 

Yet, although these refining com- 


panies are getting very much less than 
they hoped to get, the new sugar pro- 
gram should prevent a further intensi- 
fication of their worries. Cuba now 
may send only 22% of her quota to 
this country in the refined form, or 
roughly 800,000,000 pounds. While 
this is not, from the point of view of 
the domestic refiners, much of a re 
duction from last year’s record im- 
portations, it does at least afford some 
relief. At the same time, the Secre- 
tary of Agriculture has been empow- 
ered to limit the importations of direct 
consumption sugar from the Philip- 
pines, Puerto Rico and Hawaii to the 
highest amount imported into, or con- 
sumed in, the United States in any one 
year from 1931 to 1933 inclusive. The 





Plant of American Sugar at New Orleans 


The effects of the new program on 
the production of sugar in our posses- 
sions abroad is a matter of some doubt. 
For years these territories have had 
everything to themselves. They shipped 
their sugar into the United States duty 
free. Even then they 
could not fill the demand, 
so that the price they ob- 
tained for their product 
was virtually the world 
price for sugar plus the 
two cents a pound duty 
levied on Cuban sugar. 
In other words, they could 
go on expanding produc- 
tion to their heart’s con- 
tent in the certain knowl- 
edge that they would re- 
ceive this immense differ- 
ential. They benefited, 
while Cuba, the most efh- 
cient producer, suffered. 

For the insular sugar 
interests, it is the outlook 
rather than the actual situation that 
has been most changed under the “new 
deal” for sugar. The prospect is no 
longer one of unlimited expansion 
These territories have been assigned 
sales quotas as follows: Philippines, 
1,015,000 short tons (raw value): 
Puerto Rico, 803,000 tons: Hawaii, 
917,000 tons: and Virgin Islands 5,000 
tons. If sugar in excess of these quotas 
is shipped, it must be stored until the 
following year. At this writing, the 
Philippines are already in excess of the 
quota, while Puerto Rico has little 
further to go. This means that the 
demand must inevitably go to Cuba 
shortly, of which more later. 

If, as seems likely, the sugar program 
raises prices in this country, the Philip- 

pines, Puerto Rico, 





imposed on each 
pound of refined 
sugar imported from 
Cuba. Therefore, not 
only does the United 
States refiner receive 
no tariff protection 
whatever, but his 
Cuban competitor is 
subsidized to the ex- 
tent of .02 cents a 
pound.” 

In any event, it is 
a fact that Cuban re- 
fined sugar has been 
steadily displacing the 
domestic refined cane 


Name 


Guantanamo 


Holly Sugar 





American Beet Sugar 


American Sugar Refining 


Central Aguirre 


Cuban-American Sugar 


Great Western Sugar 


Hawaii and the 
Virgin Islands will, 
. oe : of course, bene fi 
Representative Sugar Companies f course, benefit 
from such a rise to the 
Stock’s __ extent of their quotas. 
Recent Divi- ‘ ° 
Principal Business Price dend They will also benefit 
Domestic beet processor........... $13 by virtue of the fact 
Domestic refiner of raw cane sugar. that they will have 
Also Cuban properties........... 65 $2.00 turned back to them 
- Te] . > > e 
Puerto Rican grinder of cane 30 1.50 an estimated $43,- 
: 000.000 an: unliv de- 
Grower, grinder and refiner of sugar ty ° 1 
Be, | rived from the half- 
Domestic beet processor...... 34 2.40 cent-a-pound i ad —" 
ing tax. This, how- 
Grower and grinder of Cuban cane 2 
| however, under the 
Domestic beet processor 27 terms of the Act need 
: not necessarily be 








product in this mar- 
ket. Rising from less 
than 3,000,000 pounds in 1925, im- 
ports of Cuban refined into the United 
States were not far from 1,000,000,000 
pounds last year. It is to be noted, 
however, that while all the stress of the 
argument has been placed on imports 
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domestic refiners therefore may receive 
further protection from this angle. 
Even so, however, they can hardly be 
considered active beneficiaries of the 
program to the extent of the beet 
interests. 


paid to sugar produc- 
ers, but may be used 
to help agriculture generally. On the 
other hand, the prospects of insular 
expansion have been sharply dimmed, 
the quotas that have been assigned 
to them represent a reduction in 
(Please turn to page 368) 
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ATCHISON, TOPEKA & SANTA FE 





Sound Railroading Pays 


Strong Financial Position, Improved Earnings and 


Faith in Future Contribute to Recent Dividend Action 


By Pierce H. Futon 





HE declaration last month 

of a dividend of $2 a share 

on the common stock of 
the Atchison, Topeka & Santa 
Fe Railway Co., after an interval 
of two years in which no pay- 
ment was made on that issue, 
naturally has called attention 
afresh to the position of that 
company. It also has caused sev- 
eral questions to be asked. such 
as: “Can the company afford to 
make so large a distribution at 
this time?” “Was the action 
wise, in view of prevailing con- 
ditions and uncertainties for the 
railroads in the near future?” 

A prominent official of an- 
other large railway system, in 
commenting on the Atchison 
dividend, the next day after it 








Atchison’s Dividend Record 


Year Common Preferred 
1889.... aes 2.25 
1900 aor 5.00 
ree 3.50 5.00 
1902-05... 4.00 5.00 
S908 ....... 4.50 5.00 
| re 6.00 5.00 
2908 ...... 5.00 5.00 
S009......:. 5.50 5.00 
1910-24... 6.00 5.00 
1925-26 .. 7.00 5.00 
1927-31.. 19.00 5.00 
ee 2.50 5.00 
Se ee 4.00 
J eer mews e 5.80 


*$2 payable September 1, 1934, to stockholders 
of record July 31. 





was declared, said to the writer: 


to be taken from earnings will 
amount to $2,427,060, while a 
like amount will be 
from surplus. It is altogether 
apparent that to do the latter 
will not “impair the company’s 
financial position.” 

While Mr. Bledsoe gave two 
reasons for the dividend action— 
the right of the common stock- 
holders to have a dividend after 
two years without one, 


going 


and the company’s ability to 
pay—there is good ground for 
assuming that the board was 


| actuated by other motives and 
purposes. For instance, the dis- 
| tribution of nearly $5,000,000 to 
| its common stockholders will add 

a bit to their buying power. This 
action of the Atchison board may 
be taken as evidence of its con- 








“I certainly think that, in view 
of the beginning on July 1 of the 
restoration of the 10% deduction in 
the wages of unionized railroad labor, 
which some of the companies at least 
are making effective for other classes 
of workers, the probability of Presi- 
dent Roosevelt signing the railway pen- 
sion bill (he did sign it a few days 
later), the increase in the cost of mate- 
rials used by the railroads, and uncer- 
tainty as to how much further the busi- 
ness of the country and the traffic of 
the railroads will improve under the 
Recovery Act, Bledsoe had his nerve 
with him to recommend that dividend.” 
Immediately after the meeting this 
is what Mr. Bledsoe, chairman of the 
executive committee and president of 
the Atchison, said when asked why 
the directors had ordered the dividend: 
“Because the common stockholders 
have not received a dividend since 
June, 1932, and the company has a 
suficiently large surplus to pay the 
dividend declared today, without im- 
pairing its financial position.” Com- 
ing from a conservative man who is 
familiar not only with Atchison’s 
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problems from many years’ associa- 
tion but also with the national prob- 
lems with which the railroads are 
confronted, this is a significant state- 
ment. It is further supported by the 
following evidence of Atchison’s ability 
to pay dividends: Cash and govern- 
ment securities in its own treasury on 
December 31, last, totalled $50,194,- 
961. When the $2 dividend was de- 
clared on the common last month, prob- 
ably the amount was nearer $52,000,- 
000. At the end of last year, current 
assets amounted to $50,981,183 against 
current liabilities of only $17,593,202, 
or well on to 3 to 1. Corporate sur- 
plus had reached the tremendous sum 
of $398,292,983, or $31,414,983 more 
than the capital stock outstanding and 
$88,528,701 in excess of the funded 
debt. 


Half from Earnings—Half from Surplus 


To pay the $2 a share on September 
1 on 2,427,060 shares of stock out- 
standing, to holders of record July 31, 
will require $4,854,120. The one-half 


fidence in the outlook for the 
railroads in general and in that of 
the Atchison in particular. The effect 
on its stockholders, railroad stockhold- 
ers as a whole, and the public should 
be reassuring. 

The ability of Atchison to pay this 
$2 dividend on September 1 should be 
an object lesson to directors and officers 
of the weaker roads,—and their bankers 
and counsel—as to the wisdom of a con- 
servative capitalization, conservative but 
progressive management, and the unwis- 
dom of a promiscuous purchase of other 
railroads at high prices and the declara- 
tion of big dividends out of proportion- 
ately small earnings. All who will have 
to do with the drawing up and putting 
through of reorganization plans for the 
weak roads now in bankruptcy, and 
others that may be compelled to seek 
protection from the courts, will do well 
to bear these facts carefully in mind. 

Atchison’s ability to pay the com- 
mon dividend under discussion is not 
the result merely or largely of econom- 
ical management and operation since 
the slump in the trafic and earnings of 
all American railroads began in Octo- 
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ber, 1929, but of a thorough reorgan- 
ization in 1896 and able management 
ever since. Prior to that reorganiza- 
tion, Atchison indulged somewhat in 
rapid expansion and in the purchase of 
other railroads at high prices. This 
brought about a receivership in 1889 
and again in the famous panic year of 
1893. 


A Fixed Policy 


It is interesting to note in passing 
that between these two receiverships 
the Atchison acquired both the St. 
Louis‘San Francisco Railway and the 
Colorado Midland. In the reorganiza- 
tion of Atchison, in 1896, in which 
was laid the foundation for the com- 
pany’s notable prosperity in the 38 
years that have intervened, these two 
roads were dropped. The ‘Frisco has 
been in receivership twice within that 
time, while the Colorado Midland has 
been owned by Colorado & Southern 
for many years, but has not been a 
big earner. 

Never since the last receivership has 
the Atchison embarked on an exnan- 
sion policy that called for the purchase 
of other railroads on any 
except the Kansas City, Mexico & 
Orient, which was acquired in 1928. 
That has been the only departure in 
those 38 years from a fixed policy to 
build branches and = ac- 
quire small roads neces- 
sary to a normal develop- 
ment of the railway sys- 
tem and the territory 
served by its lines. The 
Orient was bought be- 
cause at that time it 
served particularly rich 
oil fields in Texas. More 
recently movement of oil 
from those fields has been 
diverted considerably to 
pipe lines, but the Atchi- 
son management is confi- 
dent that development of 
rich agricultural territory 
further north will make 
the Orient a profitable in- 
vestment. 

In short, the policy of 
the Atchison since the last 
reorganization has been to 
own and operate the best 
railway system possible 
and not to become a 
virtual investment trust 
through the putting of 
millions of dollars into the 
stocks of other railroads, 
even of those having no 
physical connection with 
its own lines, as at least 
one large railroad system 
has done. As a result of 
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strict adherence to this policy, the 
Atchison has its money today, instead 
of thousands of shares of stock of other 
railroads, on which no dividends are 
being paid. 

But there are still other reasons why 
Atchison is able to pay the $2 dividend 
under discussion while many other 
large American railroads have not been 
able, so far this year, to earn fixed 
charges. Look for a moment at Atchi- 
son’s capital structure. Funded debt 
at the end of 1933 stood at $309,664,- 
262, a little less than in 1914. This is 
a striking fact in comparison with most 
of the railroads of the United States 

large and small—as nearly all of 
them have increased their funded debt 
millions of dollars within that period. 
Atchison’s fixed charges totalled only 
$12,804,313 for 1933, a trifle 
than $1,000,000 a month. 

Atchison has no important maturi- 
ties until 1948—14 years hence, and no 
equipment trusts outstanding. Under 
the heading “Treasury” in the annual 
report for some years back has appeared 
the following highly important and sig- 
nificant statement: “Neither this com- 
pany nor any of its affliated railway 


more 


companies has any notes or bills pay- 
able outstanding.” Needless to say, 
Atchison has neither bank nor 
ernment loans; rather it discounts its 
bills. Moreover, the company charge 


r , 
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Grand Canyon on the Route of Atchison 


into a special fund each month a sufh- 
cient additional amount to cover its 
fixed charges for that period. 
Atchison’s mileage, 13,428 of main 
track—makes it the second largest rail- 
way system in the United States. Its 
main lines extend from Chicago 
through Kansas City to Galveston on 
the Gulf and to Los Angeles and San 
Francisco on the Coast. Many other 
large cities and rich trafic producing 
areas in between are served likewise. 


Earnings Outlook 


With serious drought in many sec- 
tions of the Southwest this year, Atchi- 
son has been particularly fortunate, as 
the damage has not been as great in 
its territory as in that of other rail- 
roads in the same general territory. It 
is one of the largest carriers of wheat, 
and Atchison estimates the wheat crop 
iii Kansas this year at 85,000,000 bush- 


els against 57,000,000 last year. 
Atchison’s trafic in California has 
shown distinct improvement over 
the first half of 1933. Aggregate 
loadings on the system have in- 
creased quite materially since this 


year’s wheat and California fruits and 
vegetables began to move in volume. 
Under such circumstances it is possible 
that net railway operating income of 
$12,550,019, which was shown for the 
period from July 1 to 
December 31 of 1933 will 
be bettered in the current 
year. 

As the declaration of 
the $2 dividend seemed a 
radical departure from 
Atchison’s ultra-conserva- 
tive policy, it would seem 
reasonable to expect fur- 
ther distribution to com- 
mon stockholders if earn- 
ings and conditions war- 
rant. It may be well to 
bear in mind that in 1926 
Atchison earned $23.42 a 
share on the common and 
that in 1929 that. stock 
sold at 298% and in 1932 
at 177%. For 1933 Atchi- 
son earned $2.98 a share 
on its preferred stock. For 
the first four months of 
this year there was a 
deficit on fixed charges of 
$1,086,948. 

Atchison has had an 
enviable dividend record 
beginning with the turn 
of the century, as shown 
in the accompanying table. 
The extension of that 
record is now in process 
with the dividend recently 
declared. 
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Three Equities of Speculative Promise 


Representing Sound Companies in a Position to Recover 


Substantial Earning Power Under Continued Business Revival 


By Epwin A. Barnes 


character, were the basis for the choice of the three 

common stocks with which this discussion is con- 
cerned. In each instance, however, the favorable possibili- 
ties are sufficiently realistic to compensate for the obvious 
risk involved in their acquisition at this time. With a sin- 
gle exception, these stocks are seasoned issues with a past 
record of earning power which, on occasion, has been quite 
impressive. The three companies are large and firmly es- 
tablished in their respective industries—industries which, 
however, for various reasons have continued to lag behind 
in the general recovery movement. While the elements 
which would make for a speeding up of these industries 
are not definitely assured at this time, and are subject to 
the contingencies of the future, nevertheless, the promise 
of a substantially larger volume of business and increasing 
activity is by no means obscure or hazy. Whether or not 
any or all of these issues appreciate in value in the com- 


eee and factors, frankly speculative in 


paratively near future or whether they prove to be of a 
more or less long term character will depend both on the 
nature of general conditions and conditions within the sev- 
eral industries which they represent. In the meantime, 
however, the ability of the three companies concerned to 
cope with any adversity which might intervene cannot be 
doubted. Their past performances in this respect is a suf- 
ficiently reliable criterion. 

As a suggestion to the investor whose financial status 
permits him to employ some portion of his funds in specu- 
lative stocks, it might prove more advantageous, as well 
as more conservative, to reduce the size of his contemplated 
commitments in any single issue of those discussed and 
purchase a smaller commitment in all three of them. This, 
of course, would spread the risk without sacrificing any- 
thing in the way of possible profit and provide him with a 
diversified group of stocks in a prominent position to 
reflect the later stages of business recovery. 


Phillips Petroleum Co. 





against a loss of more than $2,000,000 





HILLIPS Petroleum Co. is firmly 
entrenched as one of the leading 40 
independent oil companies. Rated 

as the world’s largest manufacturer of 
natural gasoline, the company during 
the past seven years has substantially 
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in the same months last year. As to 
the prospects for the ensuing months, 
it is dificult to make any prediction so 
long as excessive production continues 
to threaten the stability of the price 
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enlarged its scope of operation and to- 
day it is a completely self-sufficient unit 


PRICE SCALE 





li pil ny structure. The failure of Congress to 
| pass legislation permitting the regula- 
























































with activities embracing every impor- 10 + tow +— tion of the oil industry has injected an 
tant phase of the oil industry. Produc- et ; | | | uncertain factor into the outlook and 
ing properties are owned in practically Peeee [|| much will depend upon the willingness 
every field in the Mid-Continent area, RA ALL MERA REPRESS and ability of the industry to maintain 














refineries are served by an extensive 
network of pipe lines and marketing 


output within economic limitations. 
Another adverse factor lies in the ex- 








outlets are maintained in 22 states in 
the Central West. In addition, the 
company is an important factor in the 
natural gas industry and is credited 
with supplying over 40% of the total 
natural gas used in the manufacture 
of carbon black. 

The company’s earnings record has 
been that of the oil industry as a whole. 
That is to say, earnings reflect the no- 
torious frequency with which the oil 
industry has changed for better or 
worse—almost overnight. Profits have 
ranged from the high level of $5.20 a 
share for the stock in 1929 to a deficit 
of $1.34 a share in 1931. The latter 
year, however, was the only one in 
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which a deficit was incurred since 1927 
and this must be regarded as a highly 
creditable performance in the face of 
the chaotic conditions which have been 
present in the oil industry during that 
period. 

Of particular significance is the fact 
that last year was the largest in the 
company’s history, both in physical and 
dollar volume. Had it not been for the 
demoralized prices which prevailed in 
the first half of the year, the net profit 
of $1,500,695, or 36 cents a share after 
all charges and reserves, would have 
borne a much closer relation to gross. 
In the first quarter of this year 17 cents 
a share was earned on the stock, as 


tent to which the company’s sales may 
be curtailed by the drought conditions 
in the territory which it serves. 

During the past two years, the equity 
position of the company’s shares has 
been appreciably strengthened through 
the liquidation of all outstanding bank 
loans and a substantial reduction in 
funded debt. Total bonds outstanding 
now amount to less than $26,000,000 
as compared with more than $32,000,- 
000 at the end of 1932. Financial posi- 
tion is satisfactory and at the end of 
1933 current assets showed a ratio to 
current liabilities of 3.5 to 1. Two 
special dividends of 25 cents each have 
been paid this year but there has been 
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no official intimation to the effect that 
the shares are on a $1 annual basis. 
Given the benefit of a sustained period 


Fisk Rubber Corp. 


out of the reorganization of the 
former Fisk Rubber Co., effected 
about fourteen months ago. This re- 
organization was a most thorough and 
drastic one, with the result that the new 
company began its career relieved of all 
interest charges and with a substantial 
reduction in property values and gen- 
eral expenses. The effect upon earn- 
ings is clearly set forth in the com- 
pany’s report on operations for the 
period May 20-December 31, 1933. 
Dollar sales for that period totalled 
$6,422,074. Despite the fact that these 
sales were at the rate of only about 
20% of the 1929 volume, the net profit 
for the more recent period amounted to 
$1,279,765, whereas in 1929 the former 
company suffered a loss of about $7,- 
500,000. In the latter year, the com- 
pany was forced to write off an inven- 
tory loss of $3,460,335 and interest 
charges totalled $1,520,903. Last year, 
the new company was relieved of both 
of these items. The revaluation of 
properties permitted a substantial sav- 
ings in depreciation which, coupled 
with a reduction in general operating 
expenses, enabled the company to make 


Ts Fisk Rubber Corp., was born 


of reasonable stability in the oil indus- 
try, earnings on Phillips Petroleum’s 
4,145,000 shares of common stock could 
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this salutary improvement in earnings. 
After allowance for dividends on the 
39,459 shares of 6% preferred stock, 
net last year was equal to $2.53 per 
share on the 447,356 shares of common 
stock, the amount of shares in each in- 
stance being estimated as the total out- 
standing upon full exchange of the se- 
curities of the predecessor company. In 
the first quarter of the current year, net 
income totalled $120,287, or 15 cents 
a share on 423,405 shares of common 
then outstanding. 

Here again any forecast as to prob- 
able results in subsequent months must 
be qualified to the extent of admitting 





mount rapidly and the chances in tavor 
of such an event appear to be better 
than even. Recent quotation, 18. 


the presence of adverse factors. Al- 
though reliable surveys indicate that 
there is a latent replacement demand 
of considerable proportions for auto- 
mobile tires, competitive conditions 
within the industry have made it im- 
possible to advance prices sufficiently to 
offset the increased labor and raw mate- 
rial costs. Moreover, finished stocks on 
hand have been enlarged substantially 
to protect manufacturers against pos- 
sible labor disturbances and _ higher 
prices for rubber and cotton. As a 
consequence, activity in the industry is 
likely to be perceptibly slower in the 
last half of this year. 

On the constructive side of the pic- 
ture it is found that Fisk, manufactur- 
ing tires and tubes exclusively, is rated 
as one of the lowest cost producers; 
unlike most rubber companies Fisk is 
no longer heavily capitalized; financial 
position is strong; and the company 
would seem advantageously situated to 
strengthen its competitive position in 
the industry. Selling only slightly above 
their current low, or about 50% of 
this year’s previous high, the shares at 
10, on the New York Curb, have pos- 
sibilities of more than average interest. 


Johns-Manville Corp. 


HE shares of Johns-Manville are 
a former “blue chip” issue and, 
for that matter, they still are, 
judged by the very generous appraisal 
which the market accords the company’s 
earning power and prospects. It is this 
condition rather than any particular 
factor or factors in the company itself 
which places the shares in a speculative 
category. In many respects, however, 
the shares of Johns-Manville are an 
ideal vehicle for speculating upon the 
success of the Government’s efforts to 
revive the capital goods industries and 
the building industry, specifically. 
Stated otherwise, substantial apprecia- 
tion in the company’s shares, over the 
near term at least, would seem to de- 
pend in a large measure on the effec- 
tiveness of the Housing Bill, passed at 
the last session of Congress. This piece 
of legislation may succeed in reviving 
the demand for building materials, al- 
though opinion in this respect is hardly 
unanimous. 
With asbestos as a base, Johns-Man- 
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ville produces some 1500 products, one 
or many of which are used by practical- 
ly every important industry in the coun- 
try. It has been this great diversity of 
output which has enabled the company 
already to show some recovery in earn- 
ning power during the past twelve 
months, despite the fact that construc- 
tion has continued more or less de- 
pressed. In 1933, however, sales were 
less than half of the 1930 volume and 
to approach within hailing distance of 


the latter level, increasing building ac- 
tivity is a prime requisite. Careful con- 
trol of operating expenses permitted the 
company to transfer a modest gain in 
sales last year into a substantial im- 
provement in earnings, the 1933 profit 
of $105,331 comparing with a loss of 
nearly $2,700,000 in 1932. Although 
first quarter operations this year were 
at a loss, the loss was substantially 
lower than last year. In the face of the 
drastic shrinkage in sales and earnings, 
the company has continued a policy of 
making liberal allowances for deprecia- 
tion and depletion reserves; no bank 
loans have been incurred and working 
capital is adequate. Dividends have 
been resumed on the 75,000 shares of 
preferred stock and all accumulations 
have been paid off. Added to the 
tangible considerations comprising the 
equity for the 750,000 shares of com- 
mon are such factors as the company’s 
outstanding position, a management of 
high ability and strong banking con- 
nections. Recent quotation, 54. 
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How Much for Depreciation? 


The Amount and Form of Reserves Must 
be Carefully Studied if the Investor is to 


know Real Assets 


and Earning Power 


By Witit1am WreEN Hay 





OR three years now, Sa 

investors have noticed 

alterations in the bal- Contrast in 
ance sheets of a number of 
well managed industrial cor- 
porations; changes having to 
do with the statements of Pe ee 
physical assets on one side 
and, sometimes, with capital 
stock and surplus accounts 


Continental Can ......... 





ee Before undertaking to ex- 
amine the kinds of degrees 


Depreciation of depreciation, the canny 
| investor will want to in- 
ee eee quire, first, what is being de- 


Less Depreciation Depreciation . 
ae 4 preciated and, secondly, 


in 1933 - 

$139,491,816 $2,000,000 where and in what condition 
peeein ay idalie des is the reserve itself. Mining 
ails ware concerns, oil producers and 


others who extract natural 








on the other side. In nu 
merous instances, there have 
been write-downs of the property account sufficient to ex- 
haust the surplus, making it necessary to change the stated 
capital account in order to restore a surplus. At first 
glance, this would appear to be nothing but “book-keep- 
ing” but it also results in distorting the true comparison of 
past earnings because it may result in a smaller charge for 
depreciation, to the benefit of the marginal capital or com- 
mon stock. Of course, the necessity for scaling down plant 
values during the last two or three years arose out of the 
severe drop in the prices and cost of everything during the 
depression. At this time, investments in industrial prop- 
erty made during the New Era appear to be much inflated 
and since excessive plant valuations tend to keep the costs 
of production high, business firms have no choice except 
to deflate them if they would survive the competition of 
lower cost producers. 


Effect Upon Reported Profits 


When we reflect that the amount charged against in- 
come for depreciation reserves by some companies is, in a 
number of instances, greater than the amount remaining 
available for dividends on the common stock, it then be- 
comes easy to realize that any diminution of the deduction 
for depreciation would result in a corresponding increase 
in the earnings on the share capital. Compared to previ- 
ous years, a false impression may be created of a recovery 
of profits for the common stock, so that it becomes essen- 
tial to examine the corporation reports in detail before a 
sound conclusion can be reached. 

Nor is depreciation the only change to plague the in- 
vestor. The prohibition by the Revenue Act of 1934 of 
consolidated income tax returns by corporations is bound 
to obscure the real earnings of some well-regarded concerns 
and to be adverse to a great many holding companies. In 
addition, there are capital taxes, excess profits taxes, the 
threatened confiscation of part of “unwarranted” surpluses 
and other impositions that have to be estimated from now 
on when trying to compare the profits of concerns engaged 
in the same line of activity or to compare current profits 
with those of previous years. 
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resources from the ground 
all set up reserves for deple- 
tion and usually do not segregate such reserves or the an- 
nual charge-off from other depreciation; some industrial 
properties frequently suffer from obsolescence by the dis- 
covery of new or lower cost processes, by inventions either 
in their own field or in other fields; and many, particularly 
chemical manufacturers, make an annual charge for ob- 
solescence and combine it with depreciation. 


Rate of Deterioration 


Another matter of importance is the rate of depreciation 
to which various assets are subjected. The very high tem- 
peratures and high pressures used in modern chemical 
processes necessarily depreciate this class of equipment at 
a very rapid rate, although operating plants are being con- 
stantly rebuilt, with heavy repair and maintenance charges 
being made to current expense. A great many plants are 
entirely rebuilt every five or six years. Motor car makers 
and other manufacturing enterprises dependent upon fre- 
quent changes or improvements of models must charge a 
high rate of annual depreciation on tools and equipment 
and as this item constitutes a fairly large proportion of their 
total property, the aggregate depreciation charge is much 
heavier than it would be for a concern of equal assets but 
whose equipment does not have to be changed very often. 

It is important, particularly in the case of manufactur- 
ing enterprises, to know that the reserve for depreciation is 
liquid or could be realized quickly. Too frequently it has 
been re-invested in the business and become fixed in bricks 
and mortar which is also depreciating. The disposition of 
surplus and reserves is almost always a measure of the 
financial ability of a management and this ought to receive 
more attention from investors than it has had in the past. 
E. I. du Pont de Nemours & Co., Inc., and Corn Products 
Refining Co., are two concerns which have already been 
cited in THE MAGAZINE OF WALL Street for their dis- 
play of excellent financial management. 

Depreciation is functional and may pertain to physical 
wear and tear or to intangible loss of usefulness or both. 
In one sense, depreciation is a form of insurance against 
the time when a plant or other physical assets are no longer 
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economical to operate or have become obsolete for 
one reason or another. Or, it may be looked upon as a 
funding operation for the purpose of providing the neces- 
sary funds for replacing an old, worn-out or abandoned 
piece of property. The policies of corporate officials to- 
wards depreciation should have an important bearing on in- 
vestment because not only must the annual charge be 
sufficient to protect the investment but the accrued 
reserve must be so conserved that it will be available 
when required. 

Not all corporations report the net book cost of their 
useful property and it is not clear sometimes what is the 
actual book value of the assets being depreciated. General 
Electric Co. makes an ideal statement of its plant account 
and carries a “general plant reserve and depreciation,” most 
of which—or all, is fully liquid, in cash or marketable secu- 
rities (investments in affiliated companies). The aim of 
the management is to be able to abandon an obsolete or 
high cost plant and provide a new one out of the reserve 
and without disturbing its funds needed elsewhere. 

Incidentally, General Electric Co. affords a good illus- 
tration of the problems that are worrying managers and 
investors alike and at the same time provides a sort of 
measuring stick for plant valuations. Before the war, the 
book cost of its plant averaged about $4 per square foot of 
factory floor space, post-war cost was $7 to $10 and $ll a 
square foot. It is not a sound assumption to say that GE 
must get its plant valuation back to a 1913 dollar basis be- 
cause the old plants have been torn down, sold or otherwise 
disposed of and its newer plants would cost, on the 1913 
basis, at least $6 a square foot because it is superior manu- 
facturing space, with more light, better heated, more 
power, conveyors and faster machine tools, which, combined 
with better organization, has a much greater productivity 
than the old floors ever had. 


ment of large amount is faced, but the yearly charge for 
depreciation was actually increased on the smaller valua- 
tion because the machinery and equipment account, over 
one-half the total property account, was not being written 
down as rapidly as changes and obsolescence occurred. 

Two chemical companies, Union Carbide & Carbon 
Corp., and Monsanto Chemical Co., supply some interest- 
ing material. In 1929, Union Carbide stockholders sub- 
scribed over 50 million dollars which was invested in new 
manufacturing plants and power supply and, two years 
later, the plant account was written down nearly 40 mil- 
lions. In this case, there was no saving in annual deprecia- 
tion charges and there was an increase due to real depre- 
ciation from use and to depletion. During the same period, 
Monsanto, which is a smaller concern, expended nearly 8 
million dollars on plant additions and at the same time 
wrote off about the same amount, most of which was made 
necessary by the abandonment of old or obsolete plants but 
a part was written off because of permanent excess capacity 
and the balance was re-valuation of the property of its 
British subsidiary. The annual charge for depreciation last 
year was a little more than it had been in 1929 but in 
1931 and 1932, when net per share (old stock) profits 
were $2.44 and $2.37, depreciation charges amounted to 
$2.26 and $2.21, respectively. 

Not all corporations are as explicit in the accounting as 
those mentioned. For instance, American Can Co. for 
years has reported a depreciation charge of $2,000,000 
whereas its depreciated plant value increased from $115,- 
949,223 to $139,491,816 or 20% in the past six years 
alone. Continental Can Co., on the other hand, tells 
its stockholders what the book value (cost) of its 
property is and how it is depreciated. 

Public utility companies are very vague about depre- 
ciation, except that the 
rates and their application 





On the other hand, prac- 
tically the same floor space 
in use today as in 1929 pro- 
duces only about one-third 
as much in dollar sales. 
Probably the physical vol- 
ume is not so disproportion 
ate but even so, the excess 
floor space is burdensome. 

Two illustrations of ac- 


accounting is 
policy. 


misleading. 


To the average investor no problem of corporate 
more complex than depreciation 
Changes therein may increase or reduce 
reported earnings, obscure real earning power and 
make comparison with previous periods difficult or 
Whatever a company’s depreciation 


to railroads and wire com- 
panies are regulated by the 
Interstate Commerce Com- 
mission. In most cases, 
there is a disparity between 
the annual deductions made 
by electric light and power 
companies for depreciation 
and the actual depreciation. 





tual abandonment of un- 
used floor space are to be 
found in the automotive in- 
dustry. In 1931, Nash 
Motors Co. closed one of its 
three manufacturing plants 
and transferred the opera- 
tions to the remaining two. 
Instead of writing off the 
plant as abandoned pro- 


policy, the prime necessity is that it be adequately 
explained in order that stockholders may know what 
the actual earning power is, whether reserves for 
depletion, depreciation and obsolescence are ade- 
quate or inadequate, and in what form such reserves 
are maintained. The accompanying article sets 
forth the practical aspects of this problem and illus- 
trates contrasting depreciation policies with specific 
examples of wide investment importance. 


The depreciation reserve of 
utilities is really a source of 
capital additions although 
it is presumably needed to 
provide for capital con- 
sumption. Of course, pub- 
lic utility properties have 
to be kept in such a high 
state of repair that there 
would likely never be any 





perty, just the machinery 


use for a large reserve for 
replacement. Hence its use 





and equipment accounts 
were written down and the 
overhead expenses were reduced materially. At any rate, 
the reduction in current charges for depreciation amounts 
tc 10 or 12 cents a share and for the last fiscal year, 
depreciation charges were 34 cents a share and there 
was a deficit on the common stock; the year before, 
39 cents a share was earned, of which one-third accrued 
from the lower depreciation charges. 

In contrast, Stewart-Warner Corp. has abandoned, 
rented or sold nearly one-fourth of its former acres of floor 
area. Due to a change in the management and new ac- 
counting, not only were millions written off the books when 
the property account was restated while a further adjust- 
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as a source for capital 
would be justified as long as rates are not kept unduly 
high by the policy of making large annual charges for 
something that has no real purpose. 

Depreciation is not just a book entry, it is an operating 
cost. Nevertheless, it is a subject of much controversy and 
many things have been done in its name. It has been 
juggled for reducing taxes and adjusted to affect income 
reports. Recently it has been obscured by plant write- 
downs and surplus adjustments. From the point of view 
of the investor, there must be a policy by the management 
to charge adequate amounts and to hold the accrued re- 
serve for necessary replacements. 





Stocks for Income and Profit 
Five Dividend-Paying Issues Backed by 


Established and Rising Earning Power 


SELECTED BY THE MAaGAzINE OF WALL STREET STAFF 


Liggett G@ Myers Tobacco Co. 


PPARENTLY cigarette smokers 
in increasing numbers have dis- 


covered that the advertising 
phrase, “They Satisfy,” which has 
long identified Liggett & Myers’ 


Chesterfield cigarettes, is a fact as well 
as a slogan. While no comparative 
figures are available, Liggett & Myers 
appears to have enlarged its percent- 
age of total cigarette sales at the ex- 
pense of competitors, for last year the 
company was able to make a relatively 
better showing than any of the other 
leading manufacturers of tobacco 
products. The income of 10 tobacco 
companies last year was about 41% 
less than in 1932, whereas the decline 
in the earnings of Liggett & Myers was 
less than 30%. 

In addition to Chesterfield cigar- 
ettes, its largest selling brand, the com- 
pany also manufactures several other 
brands of cigarettes, and three of the 
leading brands of smoking tobaccos— 
Velvet, Granger and Duke’s Mixture 
—which have doubtless contributed 
substantially to earnings, particularly 
during the years of depression when 
there was a trend toward the cheaper 
forms of tobacco. In fact a number of 
companies outside of the “Big Four” 
group capitalized this tendency to ad- 
vantage and introduced cigarettes to 
sell for 10 cents a packet—2 to 5 cents 
lower than the retail price of the more 








Earnings Per Share 


1932 1933 Recent Price Div. 
$6.85 $4.84 97 $5.00 
inc. extras 





popular brands. The substantial in- 
roads made by these cheaper brands 
into the sales of the 15-cent brands 
led to a reduction in prices last year. 
Lower prices, in the case of Liggett 
&? Myers, rather than any appre- 
ciable decline in sales in all proba- 
bility accounted for the drop in 1933 
earnings. 

The company’s net income last year 
of $16,731,175 was the lowest since 
1925, and compares with $23,075,212 
in 1932 and the high of slightly more 
than $24,000,000 in 1930. After pre: 
ferred dividends of $1,549,306, 1933 
earnings were equivalent to $4.84 a 
share on the 3,136,939 shares of com: 
bined common and class B stocks. On 
the same basis, the common stocks 
earned $6.85 a share in 1932. Despite 
the lower earnings, the company paid 
an extra dividend of $1 a share, plus 
the regular quarterly payments of $1. 
Current assets at the end of the year 
stood at the impressive figure of $157, 
742,218, including U. S. Government 
and other securities of $57,100,755 and 


cash of $12,625,706. Current liabili- 
ties were less than $5,000,000. The 
company has large stocks of ageing to- 
bacco on hand, the cost of which is 
averaged over a three-year period, so 
that the effect of rising inventory prices 
is mitigated. 

Earlier this year the “Big Four” 
companies advanced the wholesale 
price of cigarettes 60 cents a thousand 
and this, coupled with total production 
in the first six months at a rate higher 
than at any time in the history of the 
industry, would seem to presage a 
marked improvement in the earnings of 
Liggett & Myers this year. Many 
smokers, with increased incomes, are 
reverting to their former brands of 15- 
cent cigarettes and the company would 
seem to stand an excellent chance of 
further enlarging its percentage of 
total sales. It is possible that at the 
next session of Congress, some relief 
will be obtained from the heavy taxes 
on cigarettes, permitting a lowering in 
price and encouraging increased sales. 

The common and class B common 
shares of Liggett & Myers have ac- 
quired the characteristics of a semi- 
investment medium. The _ earnings 
outlook is reasonably clear, dividends, 
including extras, are amply - safe- 
guarded and in the normal course of 
events gradual price appreciation is a 
logical expectation. 


Compania Swift Internacional 


“THE worldwide business depres 
sion has had little or no effect 
upon the earnings of Swift In- 

ternacional. In fact, in every year, 
with the exception of 1933, net income 
has been higher than for 1929, the 
year in which the great majority of 
corporations achieved their highest 
level of earning power. Several fac- 
tors have combined to the advantage 
of the company to make possible this 
showing. 
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Earnings Per Share 
1932 1933 Recent Price 


$3.88 $3.32 33 


Div. 
$2.00 








The plants of the company, of 
which there are eight, are all located 
in South America, ex¢ept a single 
plant in Australia, and products are 
sold for the most part in England and 


Continental Europe. Consequently, 
the company has not been subject to 
the same factors as the domestic meat 
packing industry and profits have 
been characterized by a greater degree 
of stability. Moreover, competition is 
less severe and in England, the com- 
pany’s most important market, import 
meat quotas tend to insure a stable 
and profitable demand. 

The company was organized in 1918 
to take over the South American and 
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Australian business of Swift & Co., 
the largest domestic packing company. 
The company’s principal products are 
chilled and frozen beef, canned meat, 
beef extract and cured pork. Such by- 
products as hides, skins, wool and fer- 
tilizers are shipped to this country 
while England affords an outlet for the 
bulk of the meat products and oleo oil. 

Capital structure is simple, consist: 
ing solely of 1,500,000 shares of capi 
tal stock, on which dividends are cur: 
rently being paid at the rate of $1 a 
share semi-annually. Earnings last 
year, in terms of Argentine gold pesos 


NLIKE the majority of leading 

companies in the oil industry, 

which during the past decade 
have enlarged the scope of their activi- 
ties to embrace practically every phase 
of the industry from production to the 
operation of service stations, Amerada 
Corp., has steadfastly remained ex- 
clusively a producer of crude oil and 
casinghead gasoline. Some idea of the 
extent to which this policy has worked 
to advantage may be gained from the 
fact that dividends have been paid to 
stockholders without interruption since 
1926 at the rate of $2 annually. The 
problems with which the oil industry 
has had to cope during this period fur’ 
ther emphasize the measure of success 
suggested by the dividend record. 

At the end of 1933, Amerada Corp., 
owned full or partial interest in 856, 
150 acres, located for the most part in 
the Kettleman Hills and East Texas 
fields. Through the means of exten’ 
sive geophysical exploration the com: 
pany has been able to reduce its hold- 
ings of unproductive acreage and 
increase the potential value of acreage 
retained or acquired. Last year the 
company’s proven underground re: 


LTHOUGH less than half the 
size of American Can, Conti- 


nental Can is the second largest 
manufacturer of tin containers and is 
credited with an output greater than 
that of all the remaining can manu- 
facturers combined. The company was 
a prominent participant in the era of 
industrial mergers just prior to the de- 
pression but its numerous acquisitions 
dovetailed neatly to create a compact 
organization with plants and facilities 
so situated as to give the company im- 
portant advantages through close prox- 
imity to important consuming centers. 
Furthermore, the program of expan: 
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converted into dollars, were equal to 
$3.32 a share, comparing with $3.88 
and $4.41 in 1932 and 1931 respec- 
tively. Per-share results in 1933 are 
computed after making an allowance 
of $1,200,000 to foreign exchange re: 
serve to offset the decline in the value 
of United States investments and bal: 
ances in terms of Argentine currency. 
For the benefit of the reader, it might 
be said in this connection that divi: 
dends are paid in U. S. dollars. 

With the current outlook in the 
company’s principal consuming centers 
favoring an expansion in sales, a higher 


Amerada Corp. 





Earnings Per Share 
1932 1933 


$1.48 $0.50 61 


Recent Price Div. 
$2.00 





serves were increased materially and 
further additions have resulted from 
drilling operations since the first of the 
current year. In addition to charging 
the cost of geophysical exploration 
against earnings, income also carries the 
burden of the entire intangible drilling 
costs of all wells, as well as ample al: 
lewance for depreciation and depletion 
Net earnings, therefore, are conserva’ 
tively stated. Properties are likewise 
carried at the conservative figure of 
$8,576,742 as against the original cost 
of $36,796,000, the difference being 
offset by reserves built up entirely out 
of earnings. The company entered 
the current year with no bank loans or 
funded debt and current assets showed 
a ratio to current liabilities of 9 to 1 
Cash position was strong. 

Last year, the company received an 
average of 64 cents a barrel for all 
crude oil sold. This compared with 85 


Continental Can Co. 








Earnings Per Share 
1932 1933 


$2.78 $4.31 80 


Recent Price Div. 
$3.00 





sion, which covered the period from 
1927 to 1930, was largely financed 
through the exchange of stock with the 
result that the company has been under 
ne stress to support funded debt or 
heavy bank loans. All preferred stock 
was retired early in 1930 and capital- 
ization at the present time consists of 
a single stock issue outstanding in the 


level of earnings is indicated which, 
together with the company’s strong 
financial position, would afford an 
ample margin of protection for the 
dividend. Yielding 6% at recent levels 
around 33, the shares have attraction 
for income purposes and, moreover, 
are an ideal medium for hedging 
against possible currency inflation, due 
to the almost exclusively foreign char- 
acter of the company’s business and 
its ability to withdraw all balances and 
investments from the United States, 
should they later be seriously threat- 
ened by inflation. 


cents a barrel in 1932 and reflected 
the drastic price weakness in the first 
half of 1933. Operations in the initial 
six months resulted in a loss of more 
than $500,000 which, however, was 
more than offset in the final half of the 
year and net profit of $380,443 was 
equal to 50 cents a share on the 767, 
375 shares of stock outstanding. In the 
first quarter of this year the stock 
earned 68 cents a share and it was 
officially stated that operations in the 
second quarter were at about the same 
rate. The outlook for the remaining 
months of the year, barring a serious 
disruption in crude oil prices, favors 
earnings comfortably in excess of the 
$2 dividend. The company has little 
or nothing to fear from higher labor 
costs and is, therefore, in an excellent 
position to receive full benefit from 
stable or rising crude prices. 

Although the shares, in recognition 
of the company’s favorable prospects 
are quoted near their high level for 
all time, the promise of increasing earn- 
ings and larger dividends appears to 
be sufficiently well founded to entitle 
the stock to favorable consideration as 
a medium for both income and profit. 


amount of 1,754,124 shares. Thus, by 
means of a simple capital structure and 
a demand for its products which experi- 
enced but a relatively small decline, the 
company has been able to maintain a 
very creditable earnings record through 
the recent years of severe business ad- 
versity generally. 

Peak earnings of $5.04 a share in 
1930 were followed by $3.27 a share 
in 1931 and $2.78 in 1932. Last year, 
however, rapid progress was made in 
closing the gap between the high and 
low figures and for the full year, prof- 
its were equal to $4.31 a share. Divi- 
dends were reduced from $2.50 annu- 


sO, 





ally to $2 in 1932, but the former rate 
was restored promptly last year and 
earlier this year the rate was advanced 
to $3. This action is amply supported 
by earnings of $4.53 a share for the 12 
months to March 31, last. 

The company manufactures a full 
line of tin containers of all sizes and 
for every purpose. At the present 
time, about 70% of its output is taken 
by food canners and packers, while 
the balance is made up of “general 
line” cans used for industrial purposes 
such as paint and varnish, coffee, ice 
cream, candy, shoe polish, etc. Natur- 


ally, this tendency toward greater di- 
versification will lend further stability 
to future earnings and of prticular im- 
portance, in this connection, is the 
marked progress made by the company 
in developing the use of tin containers 
for motor oil. Among its customers 
Continental now has forty petroleum 
manufacturers, including the Standard 
Oil Co. of New Jersey. The company 
is co-operating with its customers in an 
extensive advertising campaign setting 
forth the advantages of “canned oil” 
and it is quite conceivable that motor 
oil may supplant paint and varnish as 


the most important outlet for general 
purpose containers. 

Enjoying full equity and backed by 
an almost impregnable financial posi- 
tion, Continental Can shares have many 
attributes of a sound investment. The 
premium which the market places on 
these factors is not excessive and with 
the probabilities that current earnings 
will closely approximate the 1930 peak, 
the matured company appears well on 
the road toward the most prosperous 
years in its history. If this is true the 
shares should prove a profitable com- 
mitment. 


Consolidated Gas of Baltimore 


UBLIC utility stocks have lost 

caste with the investing public, 

largely, however, through factors 
and conditions for which public utility 
companies were not responsible and 
which were beyond their control. Rate 
reductions, greatly increased taxation 
and higher operating costs under the 
N R A, to say nothing of the threat of 
increased governmental regulation and 
municipal competition, have all com- 
bined to leave public utility stocks far 
in the wake of advancing security 
prices. Unless something of an un- 
foreseen and more drastic nature de- 
velops, however, it seems safe to assume 
that any company which has been able 
to survive such a formidable array of 
adversities, and yet not be compelled 
to alter its pre-depression dividend, is 
worthy of investment consideration at 
this time. Such a company is the Con- 
solidated Gas, Electric Light & Power 
Co. of Baltimore. 

As its name suggests, the company 
supplies gas and electricity to the city 
of Baltimore and vicinity. This terri- 
tory is an important population and 
industrial center providing the com- 
pany with a well diversified outlet for 
its services. Of load, for 


U. 


HE current attraction of the 
shares of U. S. Pipe & Foundry 
derives from the opportunity 

which the company has of being an 
important beneficiary of public works 
construction, financed by the R F C 
and P W A funds. Although the al- 
lotment of these funds has proceeded 
on a large scale, actual work has been 
slow in progressing. Sooner or later, 
however, it seems inevitable that the 
effects will be discernible in contrib- 
uting industries. Some definite mea- 
sure of the extent to which U. S. Pipe 
& Foundry promises to participate is 


: : 
electrical 
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Earnings Per Share 
1932 1933 Recent Price Div. 
$4.29 $3.91 67 $3.60 








example, 39% of the total is taken by 
domestic consumers, 35% by industrial 
and wholesale users and 26% by com- 
mercial users. The company has 
financed its growth on a conservative 
basis, largely through the sale of stock, 
and at the end of last year funded debt 
comprised only 47% of the total capi- 
tal and surplus. This has permitted 
the company to provide ample support 
for bond interest, this item having been 
covered nearly 3 times in 1933, and 
the $3.60 dividend on the common 
placed into effect in 1930 has been paid 
and earned. 

Net income in 1933 was equivalent 
to $3.91 on 1,167,387 shares of com- 
mon stock. This was the lowest fig- 
ure since 1927 and compared with 
$4.29 a share in 1932 and $5.21 in 
1931. Last year the company reduced 
both gas and electric rates but in re- 
flection of improved business conditions 
generally in the territory, gross revenues 


were practically on a par with 1932. 
Increased taxation, higher operating 
costs and some increase in fixed charges 
accounted for the lower net.  Inci- 
dentally, the company’s tax bill last 
year was the largest in its history. In 
the first five months of the current 
year, the company earned $1.90 a share 
on the common stock, as compared with 
$1.70 in the same months of 1933. In 
this period also the effects of lower 
rates, explain the increase of less than 
6% in gross electric receipts as against 
an increase of over 16% in volume. 
This was also true in the case of gas 
revenues. The fact remains, however, 
that the trend in earnings is definitely 
oward improvement. 

Next year the company will have 
maturity of $13,845,000 to meet, but 
in view of its high credit standing the 
refunding of this obligation should be 
easily taken care of. Serving a reli- 
able and promising territory on a strict- 
ly intra-state basis and with confidence 
engendered by the company’s success- 
ful record, Consolidated Gas of Balti- 
more and its shares invite more than 
passing consideration on the part of 
the investor, seeking a good current 
return and longer term appreciation. 


oo 
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S. Pipe & Foundry Co. 





Earnings Per Share 
1932 1931 Recent Price 


def. $3.32 def. $1.19 23 


Div. 
$0.50 








afforded by the fact that it is reliably 
estimated that public work projects now 
contemplated will require 750,000 tons 
of cast iron pipe, while U. S. Pipe is 
credited with normally supplying 50% 
of domestic requirements. Thus, the 
company is in line to receive the larg- 
est volume of business with which it 


has been favored for some years past. 

Considering the circumstances of the 
past several years, the company has 
given a good account of itself. In 1932, 
the worst year of the depression, opera- 
tions produced a loss of less than $1,- 
275,000 and last year, by virtue of the 
improvement in the final half, the loss 
amounted to only $71,453. The de- 
pression, however, found the company 
with a strong cash position, and having 
nc funded debt, the maintenance of 
dividends on both the preferred and 
common stock has presented no undue 

(Please turn to page 372) 
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Taking the Pulse of Business 


— Steel Production Lower 


A N outstanding feature 
A of the behavior of the 
business indexes since 

our last issue has been the 
guiet strength in high grade 
bonds and in our Common 
Stock index in the face of an 
exceptionally abrupt decline 
in the indexes of Business Activity and of Raw Material 
Prices. Of course, the apparent contradiction is not hard 
to explain. It is widely understood by investors that con- 
ditions now are being brought into comparison with the 
extreme peak of last year’s inflation boom; so that, every- 
thing considered, it is rather a matter of encouragement 
than otherwise that the average level of Raw Material 
Prices is no lower than last year at this time, and that the 
physical volume of business, despite an unusually sharp 
curtailment during the holiday week in automobile and steel 
ingot production, is still less than 10% lower than last 
year’s maximum when plants were feverishly turning out 

goods at a rate far in excess of actual consumption. 

But while Business Activity for the moment is appar- 
ently comparing unfavorably with the artificially stimulated 
pace of last year at this time, both current conditions and 
prospects for the autumn months are actually much health- 
ier than they were a year ago. Last year great stocks of 
goods were being accumulated by middlemen and consum- 

both large and small; while agriculture was weighed 
down by unwieldy carryovers. The inevitable consequences 
of this were soon felt in a sharp decline in raw material 
prices and an accompanying reaction in business activity 
vhich continued all through the autumn months and well 


— Copper Demand Recedes 
— Gasoline Stocks Decline 
— Shoe Production Rises 
— Anthracite Coal Prospect 


into December. This yeat 
there has been only moderate 
overproduction of a few 
manufactured goods, such as 
steel; while the carry-Over of 
agricultural surpluses and 
mineral inventories being 
reduced rapidly to normal 
thanks partly to a more or less world-wide 


proportions 
measures applied by the 


drought and partly to corrective 
AAA and the NRA. 

How great has been the statistical improvement 1n agri 
culture will be appreciated by comparing supplies in 1932 
with the indicated surpluses for the end of the 1934-35 
crop year, which shows the domestic carryover of wheat 
reduced from 370 to 125 millions of bushels; total world 
supply of American cotton reduced from 13 to around 
millions of bales; hog marketings reduced to normal, from 
a 25% surplus; and our corn carryover reduced from 
275,000,000 bushels in 1933 to probably less than 100, 
000,000. Moreover, within a year’s time, the world’s vis 
ible supplies of copper have been reduced by 30%, tin 
60%, and domestic zinc 25%. Lead stocks alone are 
more unwieldy than last year. Moreover, the Govern- 
ment’s silver purchase operations are expected to take 20° 
of the world’s silver stocks off the market, and thereby 
raise the price to $1 or more by the end of the year. 

But reduction of raw material surpluses is far from be 
ing the only favorable factor in the situation. Among 
others, be it noted that wholesale prices are 16% higher 
than a year ago, with the country’s payrolls up 289, and 
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bank deposits nearly 20% greater than last year. 
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ot Business Credit is less than half of what it was a year 
ago, and high grade bonds are selling on the lowest yield 
basis since pre-war days. 

From now on, comparisons of business activity will be 
with last year’s reactionary period, a circumstance wich 
always creates a more hopeful atmosphere. For the re- 
mainder of the year such comparisons should become pro- 
gressively more favorable; since the practical completion 
of reform legislation, amendments to the Securities Act of 
1933, provisions in the Housing Act for aiding home re- 
pair work, and the various inflationary measures which are 
becoming effective, are all likely to result before long in a 
more active market for new securities, with consequent 
stimulation of the capital goods industries. 


The Trend of Major Industries 


STEEL—The unusually sharp reduction in the steel in- 
got rate to around 25% of capacity during the week con- 
taining Independence Day was, of course, attributable to 
an abrupt cessation’ of specifications against second quar- 
ter’s orders, and so caused little if any surprise in the trade. 
Recent price reductions averaging around 3% have caused 
large consumers, who are already amply stocked at even 
lower prices, to await more definite indications of stability 
in the price structure before coming into the market again. 
Since the holiday, operations have picked up a little; but no 
pronounced rise in operations is now expected by the trade 
until sometime in August. 


METALS—Having placed an embargo upon exports of 
speculatively held silver bullion, the Government is pursu- 
ing its silver purchasing operations in this country in rather 
leisurely fashion in order to forestall any spectacular rise in 
price. At present writing the white metal is fluctuating 
between 46 and. 46/2 cents. Now that 95% of all copper 
consumed in the United States has signed up with the Code 
Authority, and quota purchases have been made prior to 
the advance in price to 9 cents, the market has turned dull 
and barely steady. In Europe, owing to the German situa- 
tion and increasing production of copper, the price has 
dropped to around 7% cents. Zinc concentrates have ad- 
vanced by $2 a ton at Joplin in consequence of the shut 
down of mines in that 


ahead of last year at this time. Gasoline stocks are decreas- 
ing seasonally and are now only 2,300,000 barrels larger 
than a year ago. With the new Federal taxes aiding in 
spection of operations, it does seem as though hopes are 
brighter for bringing the industry under control. 


UTILITIES—Although gross income of the electric util- 
ity industry for May, which amounted to $150,900,000, 
showed an increase of 6% over last year, it is estimated that 
net income dropped nearly 7%; owing to higher costs for 
fuel, labor, taxes, materials and supplies. 


SHOES—It is estimated in the trade that, although shoe 
production in June ran about 20% behind the output in 
June of 1933, production for the first six months has ex- 
ceeded last year by about 6%. Since wholesale prices have 
held fairly steady and leather has been cheaper, it seems 
probable that profits for the first six months will not com- 
pare unfavorably with last year for the same period, de- 
spite somewhat higher labor costs. 


ANTHRACITE-Since the cost of fuel oil has doubled 
within a year, while anthracite “barley” burned for heating 
purposes has not advanced in price, much hope is being en- 
tertained in the anthracite coal trade that many domestic 
users will follow the example of the Equitable Building in 
New York City and convert their oil-burning furnaces to 
use anthracite. 


CANNING—The vegetable and fruit canning industry 
is entering the new season with inventories low and prices 
satisfactory. Output, it is expected, will be about in line 
with normal consumption, with the exception of a few 
lines, such as peas, in which there may be a shortage. 
Satisfactory profits are thus foreshadowed for packers and 
dealers. 


Conclusion 


The extremely abrupt drop in our indices of Raw Mate- 
rial Prices and of Business Activity, which is shown in this 
issue, is attributable partly to unusually extensive shut- 
downs at automobile and steel plants during the _holi- 

day week this year and 
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uled to last 30 days. 


partly to the circum- 
stance that comparisons 
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now are with the cul- 
mination of last year’s 
inflation boom. De- 
spite these unfavorable 
comparisons at the 
moment, the present 
situation is undoubt- 
edly much healthier 
than last year at this 
time, and an improv- 
ing trend—both actual 
and comparative — 
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Answers to Inquiries 








The Personal Service Department of THE MaGazINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with 
your subscription should represent thousands of dollars in value to you. It is subject only to the 


following conditions: 


1. Give all necessary facts, but be brief. 


w re 


Confine your request to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








CONGOLEUM-NAIRN, INC. 


A year ago I bought Congoleum-Nairn 
on THE MaGazINE oF WALL SrREET’S 
recommendation. I wonder if this stock 
doesn’t now discount most of its further 
possibilities—if it might not be advisable 
to take my profit now?—F. L., Bingham- 
ton, N. Y. 


Congoleum-Nairn, Inc., leading pro- 
ducer of linoleum and felt base floor 
coverings, has strengthened its trade 
position over the past year and should 
obtain a substantial portion of replace- 
ment purchases which necessarily were 
deferred during the years 1931-1933. 
The most important of the company’s 
products are marketed under the na- 
tionally advertised trade names “Gold 
Seal Congoleum” and “Sealex.” The 
latter product is believed to have wide 
potentialities as it is a popular priced 
wall covering which competes with 
higher priced tile in hotels, hospitals, 
apartments, institutions and private 
homes. The company earned $1.66 a 
share on the common stock in 1933, 
and with competitive conditions in the 
industry improved and a better price 
structure in evidence, earnings for the 
full year 1934 may be expected to show 
some increase over the 1933 results. 
The present dividend rate is regarded 
as secure and, inasmuch as the common 
stock now has sole claim on earnings, 
stockholders can look for a more gener- 
ous rate as conditions warrant. Your 


commitment likely shows a good profit 
at this time, but we do not believe the 
stock currently discounts the possibili- 
ties of the company and would favor 
continued representation in the issue. 


GENERAL AMERICAN TRANS: 
PORTATION CO. 


1 am undecided on the advisability of 
continuing to hold General American 
Transportation. I will, therefore, be grate- 
ful for your counsel. If you suggest hold- 
ing, do you think the present dividend 
might soon be increased?—E. E., Chicago. 
/ll, 


The management of the General 
American Transportation Corp. has 
expanded and diversified its operations 
considerably in the past few years to 
take care of the needs of various in- 
dustries. The company operates close 
to 50,000 refrigerator, tank and freight 
cars, with the transportation of food 
products engaging about two-thirds of 
its facilities. Other products carried 
include petroleum, chemicals and malt 
beverages. There is a large potential 
market for modern railroad equip- 
ment, as the railroads have been forced 
to curtail expenditures to an abnormal 
degree in the past few years. As a 
leader in the equipment field, the Gen- 
eral American Transportation Corp. 
stands to benefit considerably over the 


next few years from the new business 
which must be placed by the railroads. 
An order recently received from the 
Chesapeake €& Ohio for 2,250 steel 
coal cars will supplement earnings in 
the current half year. The company 
earned 46 cents a share in the first 
quarter of 1934 against 40 cents in 
the initial three months of 1933. Fi 
nancial position is satisfactory, and a 
continuance of the current rate of 
earnings might lead to a declaration of 
a larger dividend. We counsel con- 
tinued representation in the shares of 
this company. 


FIRST NATIONAL STORES, INC. 


Do vou believe the recent strength in 
First National Stores is due to prospects 
that the preferred stock will be retired? 
Are you advising the retention of the com- 
mon? Do you believe increased dividends 
likely in view of present earnings?—N. C. 
S., Los Angeles, Calif. 


To some extent it may be true that 
the recent strength in First National 
Stores is due to the fact that the com- 
pany’s directors have just voted to re- 
tire on or before next October 1, 25,- 
000 shares of the 7% cumulative pre- 
ferred stock at $110 a share. This is 
approximately half the outstanding 
issue. On the other hand, the fact 


(Please turn to page 365) 
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CONSIDERING all recom- 
mendations completed 
to date this year 76!/, points 
profit, with only !/5 point loss, 
has been made available to 
clients of THe INVESTMENT AND 
Business Forecast of THE 
MaGaziNe OF Watt Street. 


While the Dow-Jones In- 
dustrial Average declined 
and many unguided _inves- 
tors and semi-investors suf- 
fered a severe shrinkage in 
the value of their holdings— 





176% Points Profit--'4 Point Loss 
During the First Six Months of 1934! 





Service FREE Until 
After Labor Day 


Attach your remittance to the coupon be- 
low and mail—TODAY. Full service to 
you will start at once but your subscrip- 
tion will not date as beginning until Sep- 
tember 4th, 

By Labor Day, this year’s major market 
upswing should be underway discounting 
a new high in Fall business activity and 
steps by the Administration to stimulate 
recovery before Congressional elections. 

In the meantime, this special offer will en- 
able you to place your present security 
holdings on a sound profit-pointing basis 
through our consultation privileges and con- 
centrate in the potemtial leaders of the 
anticipated advance as recommended by us. 


Complete Service for 


Six Months Only $75 











our subscribers could have obtained over 33% 





With so many vital politi- 
cal, economic and industrial 
problems pending, you should 
have the seasoned, definite 
guidance of this advisory ser- 
vice. With our I5 years of 
successful experience, . vast 
facilities and important per- 
sonal contacts at your dis- 
posal—you will be in a stra- 
tegic position to safeguard 
your capital and benefit fully 
from profit opportunities now 
developing. 
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DU RHIN 


6, PLACE VENDOME, 6 
PARIS 


Situated in the Historic 
Place Vendéme with 
the finest shopping dis- 
trict in the world at its 
doors, handy to the 
best theatres and prin- 
cipal banks, close to 
the Tuileries Gardens 
and the Opera. A ho- 
tel distinguished by 
that gracious charm 
and comfort found in 
the best homes and 
appreciated by a dis- 
cerning clientele. 


TERMS ON APPLICATION 
RESTAURANT A LA CARTE 











Electric Bond and 
Share Company 


Two Rector Street 
New York 




















Complete Investment 


an 
Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


M‘CLAVE & CO. 


MEMBERS 
New York Stock Exchange 
New York Cotten Exchange 
New York Curb Exchange (Associate) 
67 Exchange Place, New York 
Telephones HAnover 2-6220 


BRANCHES 


Central Say. Bk. Bldg.. 2112 Bway. 


SUsquehanna 7-5100 


71 Vanderbilt Ave. at 45th St. 
MUrray Hill 2-1989 
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New York Stock Exchange 


Rails 


1932 1933 1934 Last Div’d 
—_—_—_——_—. aa Sale $ Per 
High Low High Low High Low 17/11/34 Share 
ee ade 17% 80% 3456 13%% 61% 6314 {2 
Atlantic Coast Line....... oo a 934 59 16% 544 34% 3854 we 
B 
Baltimore & Ohio........... 213%; 834 = 87% 8% 3446 21 2314 Ae 
Bangor & Aroostook............ 3534 9% 4134 20 46144 39% 4334 2 
Brooklyn-Manhattan Transit. . 50% 11% 414 2134 414 28% 41 oe 
Cc 
Canadian Pacific.............. .. 20% 7% 207% 7% 18% 12% 14% = 
Chesapeake & Ohio........... .. 31% 9% 4914 2454 485, 39'4 471% 2.80 
C. M. & St. Paul & Pacific........ 4% % 11% 1 84 4% 4% ahs 
Chicago & Northwestern.......... 14% 2 16 1% 15 65% 8% 
Chicago, Rock Is. & Pacific....... 16% 1% 10% 2 64 234 2) 
D 
Delaware & Hudson...... sree « 9334 3754 7314 49 56 
Delaware, Lack. & Western....... 457 84 46 1744 3354 20% 234 
E 
BP RNB:. ns scekcanhvnenes 1134 2 2534 334 24% 13%; 19% 
G 
Great Northern Pfd....... 25 5443834 4%; $214 18 2214 
H 
Hudson & Manhattan 3034 8 19 632 12% 654 oi 
I 
Illinois Central... .. kone ssovee we 4% 5034 8% 887%, 22 24% 
Interborough Rapid Transit. .. 14% 2% 1334 4} 1334 7 9 
L 
Lehigh Valley.......... 2914 5 2734 854 21% 125% 16 - 
Louisville & Nashville .. . 3814 74 6735 2134 621, 4817 = 5234 +114 
M 
Mo., Kansas & Texas.. Soins see ae 1% 17% 8 14% 7% 914 
EME INE 5 os sc kcs canoes 11 14% 10% 1% 6 3 314 
N 
New York Central... . a .. 86% 884 5814 14 4514 255% 293% 
NN. ¥., Chic, & St. Lonis............ 934 1% 2754 2% 26% 15 18 
N. Y., N. H. & Hartford ss Soe 6 34% 1114 244% 13% 15 
N. Y., Ontario & Western...... 153 354 15 7% 115% 6% 1% = 
Norfolk & Western...... a 135 57 177 111% 183% 161 183%; *10 
Northern Pacific........ 2534 5% 347% 95% 8644 21% 2414 o- 
P 
PRIMER bh Caen yach estes 2334 614 4214 1334 3946 2814 3034 fi 
Perl BEArquete ... o.oo 5 os evens 18 134 37 3% 38 16% 25 
R 
DEE ee eeusta ote sees 5244 94 621% 2314 56°; 43 49 2 
Ss 
St. Louis-San Fran.......... 654 % 9 u% 45% 23% 214 
Southern Pacific........ 3754 64 3834 11% 3334 18'4 2454 
Southern Railway..... 1844 2 36 4\% 3644 21% 227% 
U 
Union Pacific...............-.... 9414 875% 182 6114 133% 110144 121% 6 
Ww 
Western Maryland............... 11% 14% 16 S 17% 834 1244 
Westerm Packic...........ssee0. 434 lo 914 : 84 234 {5% 
. e 
Industrials and Miscellaneous 
1°32 1983 1934 Last Div'd 
—_-—_*——_— — n— ~n — Sale $ Per 
A High Low High Low High Low 17/11/34 Share 
Adams Eupress.................. 914 15% 1314 3 117 654 85% P| 
Air Reduction, Inc..... 6314 30% 112 474 10614 91%4 101 3 
Alaska Juneau.......... 1654 7% 33 11% 237% 17% 2234 *1.05 
ROG TOURED 55s osc cseces 8% % 84 K 5} 24 2% ye 
Allied Chemical & Dye...... .... 88% 42% 52 7034 160°4 126% 13744 6 
Allis Chalmers Mfg........... .. 18% 5 2634 6 23%, 1334 16 3¢ ac 
Amer. Brake Shoe & Fdy......... 17% 6% 4216 9} 38 23% 2754 a 
BOE .g cone sccccececcces 13% 295, 10044 4914 10734 90% 10014 4 
re ae? eer 17 3% 3934 6% 83% 18% 20% Ke 
Amer. Com’! Alcohol............. 27 11 897% 13 624%, 31% 3214 $5 
American & Foreign Power....... 15 2 195% 3% 1334 7 8 oe 
Amer. International Corp.......... 12 2% 15% 444 11 6% 8% az 
Amer. Mach. & Fdry............. 224% 1% 2234 834 19%) «618 15% . 80 
Amer. Power & Light............. 17% 3 19% 4 24% 5% 1% ee 
Amer. Radiator & S. S............ 124% 3% 19 454 175% 12 14\% = 
Amer. Rolling Mill............... 18'4 3 81% 534 28% 16% 19% - 
Amer. Smelting & Refining........ 274% 5% 53% 10% 614% 3534 4234 eS 
Amer. Steel Foundries............ 15% 3 27 4% 26% 14 17% re 
Amer. Sugar Refining............ soy 13 74 21% 684 46 68'4 2 
a) hy res 1373 Tu 134% 86% 125% 107% 11534 9 
Amer. Tobacco Com.............. 36% 40% 90% 49 82% 65% 164% 5 
OSS) Seen Ct 44 9434 50% 84'6 67 7834 5 
Amer. Water Works & Elec....... 3414 11 434 10% 27% 16% 195% 1 
REG AS ear erae are 10 1% 17 3% 17% 844 11 aaa 
| SS ROR rere por 39% 15% 67% 2254 83% 58 621% 124 
Anaconda Copper Mining......... 19% 3 22% 5 17% «=: 113 15 - 
Atlantic Refining............:.... 21% 8% 82% 12% 354 «21% 26 1 
ee a eee 15134 2834 8414 31 57% 22 25% as 
ee 8% 1% 16% 6% 10% 5% 5% 
B 
Baldwin Loco. Works.,.......... 12 2 17% 3% 16 9% 10% oe 
Ce eee re 7 3% 11 3 10 7 1% ae 
Beatrice Creamery............... 434 104 a7 7 18% 10% 1744 ‘ 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 


















1932 
B Low 
BONE BVIAGON os 0c ss css'o es ‘ 4% 
JS Sea K 55; 
Bethlehem Steel Corp : 1% 
Bohn Aluminum...... . 1 4% 
Borden Company..... 20° 
Borg Warner oe 33% 
Briggs Mie... res so het acc a4 2%, 
urroughs ing Machine....... 13% i 
Byers & Co. TAL) . 5... sacs 245; ad 
Cc 
Canada Dry Ginger Ale........... 15 6 
OTL ee a a rR se. 6534 1634 
Caterpillar Tractor. ...... 0.606.006 15 434 
COUMERO OOD ics sccacee Mae 114 
Cerro de Pasco Copper % 314 
Chesapeake Corp.......... 4% 
COMPMET TOOID 5 ook 6 os kos ones 3 5 
Coco-Cola Co................2.2. 120 6814 
Colgate-Palmolive-Peet........... 31% 1014 
Columbian Carbon............... 41% 13% 
Colum. Gas & Elec.............. 21 44 
Commercial Credit............... 11 37. 
Comin. Inv, Trest....c sc .e esses TK 10% 
Commercial Solvents............. 1334 34 
Commonwealth & Southern....... 51% 154 
Congoleum Nairn... eos salt tai 1214 614 
onsolidated Gas of N. Y..... 5 $ 
jon a ae _ =" 
Continental Can, Inc............. a 1754 
Continental Insurance............ 2514 634 
Comment EE eee 23% 354 
Corn Products Refining........... 55% 34 
Crown Cork & Seal... 237, ey 
Cudahy ROI 5 5 onc 5:5 ne sa co'e sine 35% 20 
Curtis Wright, Common.......... 3% % 
D 
Diamond Match.......... 191% 
GME PAIRED 55.5. cio.s one oc oases 127; 4 
Dominion Stores..... 184 11144 
POURING AITCIBEE 3s <cvec ence 185% 5 
Du Pont de Nemours... 5934 22 
E 
Eastman Kodak Co............ 877 M4 
Electric Auto Lite............. Li. 32% 3 ; 
Elec. Power & Light.............. 16 234 
Electric Storage Battery........... 331% 1254 
Endicott-Johnson Corp............ 3714 16 
F 
Firestone Tire & Rubber......... 18% 1014 
First National Stores...... ; 5415 35 
ROS Ri A oo. 5.555 os o0s 5% 1 
PYCGMITE DOXAB ICO... 5 6s cic nicns oes 2856 10 
G 
General Amer. Transpt........... 35% 914 
General Asphalt. ... . ents Spe kates 151 434 
General Baking. ...............0. 1954 10% 
General Blectgse, .. 0065... ccss 261% 8h 
General Foods................... 401¢ 1954 
os en 4814 28 
Genera! Motors Corp............. 245% 154 
General Railway Signal........... 2854 \% 
Gillette Safety Razor............. 244 10% 
SUNMERICO seo eais.caccc cove ins, LOSE 314 
S010 MEE CORD isco coe sses 008 205% 814 
Goodrich Co. (B..). ...5.......0. 123 24% 
Goodyear Tire & Rubber......... 2934 54 
Great Western Sugar............. 12 314 
H 
Houston Oil of Texas (New)...... 5% 154 
Hudson Motor Car............... 113; 27% 
Haip Motor Cars. ./65s0:50.0000000 53%" 114 
I 
TNBOYSOUCRANGS 25.5 scsssseces sede 4474 1434 
Inter. Business Machines......... 117 5214 
SC ee ae eee 1844 354 
i errr 84% 103% 
LoS OS eee 121% 314 
International Shoe............... 443% 20% 
i ae Uo 1 eee 15%4 256 
J 
Fohnis- Manville 6.6.5 cccec eevee 3334 10 
K 
NSE oie care f na ske0s co Sess ees 1034 234 
Kennecott Copper...............- 194 4% 
ab eee eee 19 654 
Kroger Grocery & Baking......... 18% 10 
L 
oe re 
RMP IRI ROOD airisi0 43 1h 9 aie 0 Sinswiv 
Libbey-Owens-Ford.............. 
Liggett & Myers Tob. B 
Liquid Carbonic....... 


i | 
Loose Wiles Biscui 
CE NS eee ee errr 
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1933 
High Low 
2114 6% 
331% 9 
494 10% 
5814 914 
373% 18 
2214 5% 
1454 254 
20% 61% 
4314 8 
414 74 

10314 30% 
293 51% 
587% 414 
44% 5% 
5214 14% 
5754 734 

105 731% 
223% 7 
114% 231% 
284 9 
1914 4 
4316 18 
5714 9 
6% 1% 
275, 73% 
641, 34 
15°; 5 
7834 3514 
3614 1014 
1954 4% 
905, 453% 
65 14144 
5914 2034 

434 1% 
2914 17% 
3914 12 
263% 10% 
1844 1044 
$636 321% 
8954 46 
2714 10 
1534 3% 
54 21 
627% 26 
3114 91% 
7034 43 
19 12 
4934 1614 
43144 1334 
27 45% 
20% 1016 
3014 1014 

397% 21 
71 3514 
3534 10 
4914 13% 
2014 7% 
20 3% 
2734 12 
2114 3 
4716 94 
41% “i 

1% 1% 
163% 3 
734 1% 

78 19% 

15344-7534 
40 6% 
46 1354 
23% 634 
5654 2434 
2134 5% 
6314 124% 
1554 3% 
26 7% 
16% 54 
8554 144 
41% 1934 
793, 8714 
8754 434 
993, 4914 
50 1014 
3614 8% 
44°54 1914 
25% 103% 


1934 
High Low 
23% 135% 
3444 264 
4914 30% 
6834 4954 
27% 19% 
285g 2056 
19% 12 
193% 12% 
3234 1854 
2914 20 
8634 46 
333g 23% 
44% 225% 
4314 30% 
487% 34 
60°, 36% 
136 9514 
184 9% 
774 ~=«2458 
194% 11% 
35% 185% 
5934 393534 
3634 19% 
334 1% 
314% 823 
4734 31% 
144% 9% 
83144 69% 
3514 23% 
2234 16% 
8415 60% 
3644 2414 
5034 37 
54 2% 
2814 2134 
4644 32 
23 19 
2814 14% 
103% 80 
101 79 
313; 18% 
95 4h 
52 40 
63 51 
254% 165% 
6744 54% 
17% 12% 
60%4 3034 
4394 33% 
2344 15% 
143,93 
2544 18% 
36% 30% 
6444 53% 
42 29% 
453 3144 
12% 8% 
2834 155% 
23 16% 
18 12% 
41°54 2514 
3544 25 
554814 
2414 84 
1% | 8% 
7334 60 
1494 31 
3734 «215% 
46% 30 
29% 21 
50°, 40 
17% «=611% 
66% 44 
214% 11% 
23 4s 1734 
2234 133% 
335g 2344 
313, 22% 
78 6454 
43% 27% 
984% 74% 
3634 2534 
35 2534 
44%, 3844 
19% §15% 








STOCKS — BONDS 
COMMODITIES 


Folder explaining margin require- 


ments, commission charges and 
trading units furnished on request. 


Cash or Margin Accounts 


Inquiries Invited 


SPRINGS &CO. 


“BROKERAGE SERVICE SINCE 1898" 
New York Stock Exchange 
Mewbe New York Cotton Exchange 
embers Chicago Board of Trade 
and other leading exchanges. 


60 Beaver St., New York 








| 
| POINTS ON TRADING | 
| and other valuable information for | 
| investors and traders, in our helpful 
| booklet. Copy free on request. 

Ask for booklet MC 6 
Accounts carried on conservative margin. 


(HisHoLm & (HAPMAN 


| Established 1907 
Members New York Stock Exchange 


52 Broadway New York 

















Last Div’d 
Sale §$ Per 
7/11/34 Share 
153% - 
33 14 
34 a 
5814 3 
273% =: 1.60 
2214 1 
1714 1 
13% .40 
2314 ie 
21% 1 
6334 3 
2714 .50 
26% oe 
4214 +1 
45 2% «| 
_— | 
163 $1214 
74 3 
156 5 
“A 
59 2 
22 .60 
2 - 
28 1.30 
3594 ; 2 
10% 28 
8114 3 
3114 1.20 
20% 7.25 
ss S 
%4 ra 
46 \4 25 
3% : 
2474 1 | 
4414 *314 | 
1934 1.20 
2014 e 
9234 2.60 
9714 4 
23 mi 
534 e 
435% 2 
56% 3 
173 .40 
6614 2 
123; a 
33 2 
87% 1 
1814 ae 
11% ~—¢.50 
2014 60 
31 Be 
60 3 
3214 1 
- i 
2514 1 
20 1.20 
gl se 
7 5. 
84% 2.40 
3% 
9% 
3% 
6014 1 
1391; a 
243% és 
3354 .60 
2614 +20 
4314 3 
1254 : 
BA, 
161% .60 
223, = t.15 
1914 -80 
3134 t1l4 
26 3 
714% 2.2.40 
31% 1.20 
9714 *5 
8714 *114 
2714 1 
4314 2 
184%; 91.20 


Dividends and Interest 





Notice of Redemption 


To the Ilolders of Five Year Five and One-Half 
Per Cent Gold Notes of The Glidden Com 
pany, dated June 1, 1930, Due June_1, 
1935, Issued Pursuant to Indenture Be- 
tween The Glidden Company and The Bank 
of America National Association (Later 
Succeeded by City Bank Farmers Trust 
Company). Trustee: 


You are hereby notified that The Glidden Com- 
pany, pursuant to the provisions of its Five Year 
Five and One-Half Per Cent Gold Notes afore- 
said, dated June 1, 1930, and of the indenture 
pursuant to which the same are issued, elects to 
pay and redeem all of such notes outstanding on 
the first day of August, 1934, subject to the 
privilege of extending the time of maturity there- 
of as hereinafter provided. 

Any holder of such notes may, upon request 
and upon presenting the note or notes held by him 
to City Bank Farmers Trust Company in the 
City of New York for such purpose, procure an 
extension of the time of payment of such note 
or notes to June 1, 1939, with interest thereon 
during said extended period at the same rate 
now borne by said notes, namely, five and one- 
half per centum per annum, payable semi-annu- 
ally. As extended, the notes will be subject to 
redemption in whole or in part at the principal 
amount thereof and accrued interest to the date 
fixed for redemption, plus a premium if redeemed 
on or before June 1, 1936, of two per cent of 
their principal amount, and if_ redeemed after 
June 1, 1936, and on or before June 1, 1938, of 
one per cent of such principal amount. Holders 
of such notes desiring to avail themselves of the 
extension privilege should present_them at_ the 
principal office of the City Bank Farmers Trust 
Company as aforesaid for the purpose of having 
affixed thereto a certificate of extension and cow 
pon sheets evidencing the interest payments for 
the extended period. The coupons maturing De 
cember 1, 1934, and June 1, 1935, will be de- 
tached, but in lieu thereof two new coupons of 
similar import will be included in the coupon 
sheets to be attached to the notes. 

The Glidden Company will, on said first day 
of August, 1934, redeem all of such notes not so 
extended at the principal amount thereof and ac- 
crued interest to said redemption date, upon pre- 
sentation and surrender of such notes to the 
Trustee. Holders of such notes should present 
and surrender the same for payment and redemp- 
tion at the principal office of City Bank Farmers 
Trust Company in the City of New York on 
August 1, 1934, with all unpaid coupons thereto 
belonging. Interest on such notes will cease on 
August 1, 4. 

Except as so modified the terms and provisions 
of said notes so extended and of the indenture of 
June 1, 1930, pursuant to which they are issued 
will continue in f7ll force and effect. 


Dated: June 23. 1934. 
THE GLIDDEN COMPANY 
By Clifton M. Kolb 
Secretary 
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vidend 


net be closed. 





(Signed) KARL E. HUMPHREY, 


Treasurer. 





WHY NOT 


GENERAL 
MILLS, 1x<. 


Common Stock Dividend 


June 29, 1934. 


Directors of General Mills, Inc., announced 
today declaration of the regular quarterly di- 
of seventy-five cents per share upon 
common stock of the company, payable August 
1, 1934, to all common stockholders of rec- 
ord at the close of business July 16th, 1934. 


Checks will be mailed. Transfer books will 











‘BENEFICIAL INDUSTRIAL | 
LOAN CORPORATION 


Dividend Notice 
EGULAR quarterly 
dividends have been de- 


clared by the board of direc 
tors, as follows: 

Preferred Stock Series A 87¥c 

per share 
Common Stock 3734c per share 
Both dividends are payable 
July 30, 1934 to stock. 
holders of record at close of 
business July 16, 1934. 
E. A. Barer 


Treasurer 




















COLUMBIA 
SYSTEM 







COLUMBIA 
GAS & ELECTRIC 
CORPORATION 

July 10, 1934 
HE board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock, Series A 


No. 31, $1.50 per share 


Cumulative Preferred’ Stock, 5% Series 


No. 21, $1.25 per share 
Convertible 5% Cumulative 
Preference Stoc 


No. 10, $1.25 per share 


payable on August 15, 1934, to holders of 
record at close of business July 20, 1934. 

Epwarp REYNOLDS, Jr., 
Executive Vice-President & Secretary 
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Industrials and Miscellaneous (Continued ) 
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Answers to Inquiries 
(Continued from page 360) 








that First National Stores has shown 
consistently good earning power over 
many years and continues to do well 
of which the preferred retirement is 
excellent evidence—is undoubtedly the 
fundamental reason for the strength in 
the company’s stock. Operating the 
fourth largest of the grocery chains, 
First National Stores, because of the 
territory in which it operates, the char- 
acter of its management, and its con- 
tinuing efficiency, has been largely im- 
mune to the adverse influences that 
have affected other systems. For the 
year ended March 31, last, the com- 
pany reported earnings equivalent, 
after all expenses and prior charges, to 
$4.97 a share on 815,079 shares of 
common stock, which excludes those in 
the treasury. In the previous year, 
$4.78 a common share was reported. 
Because these earnings leave a large 
margin over and above common divi- 
dend requirements of $2.50 a share, it 
is quite logical to consider the stock a 
candidate for larger payments. On the 
other hand, while financial position is 
strong, it is hardly strong enough to 
retire the preferred and pay larger 
common dividends. In other words, 
from what has taken place the directors 
of First National Stores may be consid- 
ered to have elected a policy of retiring 
the preferred, rather than one of mak- 
ing larger common payments, and it is 
probable a reasonable assumption that 
the balance of the preferred will be re- 
tired before the common rate is raised. 
Not that this should be any real disap- 
pointment to holders of the common, 
for the retirement of the preferred 
strengthens their basic position and 
they are in line for larger dividends 
We advise the retention of the 





later. 
issue. 


BORDEN CoO. 

I have 100 shares of Borden Co., on 
which I have a small profit. Now, because 
this stock is close to its 1934 high, do you 
think itt advisable to sell at the present 
time? Any details you give me will be 
appreciated—D. C., New York, N. Y. 

For most industries, last year wit- 
nessed a reversal of the downtrend in 
sales and earnings which had been in 
evidence since the start of the depres- 
sion. The dairy industry, however, 
was a notable exception to this. Not 
only was it called upon to absorb heavy 
inventory losses, but sales, particularly 
in the ice cream division, declined to 
an all depression low. The Borden 
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HE investments of thousands of ordinary working 

people are threatened, and national recovery is im- 
peded by oppression of the utilities. There are more than 
300,000 individual security-holders in the Associated Gas 
& Electric System, distributed over every state of the Union 
and thirty-three other countries. 


45,000 Associated investors 


are manual laborers. 


39,000 have supervisory posi- 
tions, or are proprietors of 


small businesses. 


26,000 earn 


their living 


through teaching or other pro- 
fessional services. 


32,000 are clerks, bookkeep- 
ers, agents or salesmen. 


107,000 are women—most of 
whom are housewives. 


The Associated Gas and [lectric Company Plan of Re- 
arrangement of Debt Capitalization is designed to protect 


the interests of these security-holders. 


Associated Gas & Electric System 
61 BROADWAY, NEW YORK 








Co., despite numerous operating econo- 
mies, was unable to overcome these 
adverse conditions as may be seen from 
its income report for the year. Thus, 
net profit for 1933 was only $4,646, 
443, equivalent to $1.05 a share on the 
capital stock, compared with $7,524, 
489, or $1.71 a share for the previous 
year. In this connection, it should be 
borne in mind that Borden has out- 
standing only one class of stock with no 
funded debt except a $1,700,000 mort- 
gage on its New York Office and that 
this simple capitalization tends to mini- 
mize per share earnings fluctuations. 
Over-production has long been the 
stumbling block of the industry and 
while this problem has as yet by no 
means been settled, there are evidences 
that conditions are now improving. In 
the first place, natural influences have 
been at work tending to reduce the cow 
population of the country; since cows 
could not be kept except at a_ loss, 
farmers throughout the country have 
been reducing their herds. Moreover, 
drought conditions in many sections 
have further cut the potential output. 
Accompanying these developments, 
there has recently been noted an im- 
provement in the price situation and 
a sharp pick-up in consumer demand. 
The latter may be traced directly to the 
increased purchasing power of the pub- 
lic and also to the fact that the initial 





heavy consumption of beer, which last 
year tended to reduce ice cream sales, 
has now receded to more normal levels. 
Butter prices have firmed notably since 
last December and, if these should 
hold, as is indicated, inventories would 
be a source of profit. Milk prices, 
while still low, are now turning up- 
ward and further improvement in em- 
ployment would, unquestionably, in- 
crease per capita consumption. It 
appears to us, therefore, that there are 
several factors now operating which 
should prove of material benefit to 
Borden. Thus, despite the fact that 
you now have a small profit on your 
holdings, we counsel maintenance of 
your long position. 


E. I. du PONT de NEMOURS & 
Co. 


In view of its present dividend, do you 
believe the appreciation possibilities for du 
Pont are such as to warrant my holding 
despite the small income I now receive? 
—S. L. L., Detroit, Mich. 


E. I. du Pont de Nemours as 
now constituted represents the largest 
enterprise in the chemical industry. 
The company serves with its products 
practically every important iadasen in 
the country, although it is not depend- 
ent upon any one single industry for 


365 





more than 20% of its gross business. 
In addition to explosives, rayon, cello- 
phane, “Duco,” ‘“Fabrikoid,” and 
“Pyrolin,” only to mention a few of 
its products, represent important reve- 
nue producers for the company. Aside 
from its manufacturing activities, its 
investment in the automotive industry, 
through the medium of approximately 
one-quarter stock interest in General 
Motors Corp., has stood the company 
in good stead and, undoubtedly, will 
continue to materially augment profits 
in years to come. For the initial quar- 
ter of 1933 du Pont reported profits 
equal to 92 cents a share on its com- 
mon stock, of which 22 cents rep- 


resented income derived from divi- 
dends on its General Motors stock 
holdings. Recent estimates indicate 


that results from operations during the 
second quarter of the year continued 
to follow an upward trend. Moreover, 
with the possibility of additional in- 
come from its investment in General 
Motors stock, profits for the full 1934 
year may approach $7 a share. Bear- 
ing this thought in mind, and the com- 
pany’s exceptionally strong financial 
position, its shares at prevailing quota- 
tions are not unreasonably valued. In 
fact, we regard the issue as well suited 
for further retention in a conservative 
investor's portfolio. 


AMERICAN MACHINE & 
FOUNDRY CoO. 

Do you believe American Machine & 
Foundry has reached its “economic ma- 
turity’? Do you believe its position and 
outlook warrant my holding this stock as 
a sound dividend-paying investment ?—R, 
B. S., Baltimore, Md. 


By virtue of numerous patents con- 
trolled, American Machine & Foundry 
Co. occupies a virtual monopolistic 
position in the manufacture of cigar- 
ette and cigar making machinery. De- 
clining consumption of cigars and 
cigarettes during the depression led to 
a falling off in demand for new equip- 
ment. This is reflected in American 
Machine & Foundry’s report for last 
year when net income declined to the 
lowest level since 1926. During re- 
cent months, however, there has been 
a marked expansion in cigarette con- 
sumption and this in turn has stimu- 
lated the demand for new equipment. 
In addition to its regular lines, the 
company has developed numerous 
specialty machines, the demand for 
which gives evidence of substantial 
long term growth. The importance of 
obsolescence as a sales stimulant may 
be recognized by the fact that the com- 
pany recently developed a machine, 
capable of turning out 1,400 cigarettes 
a minute; most machines now in use 
can produce only 600 a minute. It 


can be seen, therefore, that a cigarette 
manufacturer desirous of maintaining 
his trade position is virtually com- 
pelled to follow his competitors in 
adopting the newest type of equipment. 
While practically all cigarette machines 
produced are sold, the company leases 
its cigar machines through Interna- 
tional Cigar Machinery, a subsidiary, 
on a royalty basis. The trend toward 
the five-cent cigar has greatly increased 
the percentage of cigars produced 
mechanically and this has obviously 
aided the subject company. During 
the depression, operating expenses have 
been greatly reduced and the company 
is in a position to report a substantial 
increase in per share earnings, with but 
a slight increase in sales. Financial 
condition is excellent and this should 
permit a liberal dividend policy. At 
current levels, therefore, we feel that 
the stock is attractive as an income pro- 
ducer, in addition to holding long term 
enhancement possibilities. 


GUARANTY TRUST CO. 

As so little information is available on 
bank stocks, I would like your opinion of 
Guaranty Trust as an investment for a re- 
tired business man. Do you think its out- 
look is such as to warrant any hope for 
higher prices soon? —P. H., Brooklyn, 
ne 2. 

Report of Guaranty Trust Co. 
for June 30, 1934, revealed total 
deposits of $1,203,475,411, compared 
with $1,178,744,990 as of March 31, 
and $1,087,621,195 as of June 30, 
1933. This increase in deposits reflects 
a generally improved economic situa- 
tion, since the middle of 1933, and re- 
turning confidence in banking institu- 
tions; practically all New York City 
banks have reported sizable deposit in- 
creases since the close of 1933. While 
in most cases deposit increases have not 
as yet resulted in any material expan- 
sion in loans, they provide a sound 
basis for larger earnings at such time 
as the demand for credit expands. As 
a matter of fact, loans and discounts 
of the Guaranty during the latest 
quarter, showed moderate expansion 
to $635,002,053 from $628,491,775 at 
the end of March. Both of these loan 
figures were substantially higher than 
the $491,098,292 outstanding at June 
30, 1933. This increase in loans and 
discounts would seem to indicate that 
there is gradually developing a more 
normal demand for credit which, if 
continued, should enable Guaranty to 
reattain at least part of its former level 
of earnings. Although money rates 
have been extremely low during recent 
months, the prohibition of interest pay- 
ments on demand deposits has proven 
an offsetting factor and one which has 
enabled most of the larger banks to re- 
port satisfactory net earnings, despite 


the dearth of demand for commercial 


credit. Considering the outstanding 
position occupied by the Guaranty 
Trust Co. in the banking field, its ex- 
cellent record throughout the depres- 
sion, and indications of gradual earn- 
ings expansion, we counsel continued 
retention of your holdings both from 
the standpoint of income and potential 
price enhancement. 


CONSOLIDATED OIL CORP. 


Consolidated Oil reports so infrequently 
that I ask you for any details you may 
have on this company. What do you think 
of it as a speculative participation in the 
oil industry?—K. W. S., Hartford, Conn. 

As a leading producer and marketer 
of petroleum products, earnings of 
Consolidated Oil Corp. should be re- 
sponding to the generally favorable 
price structure now prevailing. Last 
year, net income of $133,581 was 
substantially below the $1,601,040 
shown for the 11 months ended 
December 31, 1932, but this may be 
attributed to the unfavorable condi- 
tions existing in the initial 6 months. 
Financial condition at the last year-end 
was excellent, with total current assets 
of $112,372,979, including cash alone 
of $34,401,219, comparing with cur- 
rent liabilities of $19,389,972. This 
has enabled the company to constantly 
reduce its funded debt and thereby im- 
prove the position of the common 
stock; total funded debt outstanding 
is now believed to amount to only 
around $45,000,000, which, for a com- 
pany having total assets of more than 
$360,000,000, is considered as rela- 
tively low. It is estimated that through 
the retirement of preferred stock and 
fixed income bearing obligations, since 
1929, the company has effected a sav- 
ings of approximately $2,600,000 an- 
nually in interest charges and preferred 
dividends. Reflecting the decidedly 
improved conditions existing in the in- 
dustry since the middle of 1933, 
directors of Consolidated Oil de- 
clared a “recovery dividend” of 28 
cents a share on the common stock, 
early this year. At that time directors 
stated that it was the intention of the 
board to declare another dividend on 
the common as of August 31, 1934, 
should earnings justify such action. 
Furthermore, after full 1934 profits 
have been determined it is the inten- 
tion of the board to declare in divi- 
dends the difference between actual 
earnings and distributions already 
made. In view of the decidedly im- 
proved earnings outlook for the 
company and the indicated liberal 
dividend policy of the management, the 
shares offer attraction around present 
levels for speculative representation in 
the petroleum industry. 
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v8 . DOME MINES, LTD. ‘wei 
din ; 
wae I bought 100 shares of Dome Mines last | 
: year, on which I now have a very satis- | 
bavi factory profit. Do you think this stock ts | 
pres: selling too high? Do you think the Cana- 
arn: dian gold tax will seriously affect its earn- = 
1ued ings? Do you advise me to hold or sell? United States Trust Company 
‘rom —A. G., Buffalo, N. Y. | 
ntial In the light of the rise in prices for | 
gold, it was hardly to be expected that 0 ew or 
increased profits resulting therefrom 
would be devoid of Government taxa- 45 Wall Street 
tion, particularly since all Govern- 
,, ments have been somewhat hard 
mn pressed to find new sources of revenues ; _ 
may during a period of generally diminish- Condensed Statement, June 30th, 1934. 
hink ing income returns. The extent of the | 
the tax on earnings of gold mining com- RESOURCES 
eine panies is the point that was open to . 
eter question, and the cause for some appre Cash on hand in Federal Reserve 
of hension on the part of holders of Bank and Due from Banks... weet e ees $23,772,281.91 
re- equities in that group. The recently United States Government Securities..... 6,945,000.00 
ia, imposed gold tax by the Canadian State and Municipal Bonds.............. 5,389,000.00 
pen Government will, of course, tend to Stock in Federal Reserve Bank.......... 780,000.00 
mes flatten out the upward trend of earn- eee ee ree 5,895,602.80 
140 ings; but by no means can it be re- Loans ..... 0.2... cece cece ee ee eee 34,274,382.83 
Jed garded as burdensome. Moreover, ESOT COLT Tee Cee ee Ce 4,396,677.25 | 
be there is still the possibility of a further Bonds and Mortgages ............ pee as 7,185,777.65 
at rise in prices for the “yellow metal” Real Estate ........... 00... cee eeeee ‘ 2,000,000.00 
a. resulting in further earnings better- Accrued Interest Receivable............ 536,379.98 | 
nd ment for the more favorably situated 
ets units in that field, a factor that prob- $91,175,102.42 
ne ably will be attended with moderately 
ur- higher prices for their shares. As one LIABILITIES 
his of the important gold producers in NE bia castes Tanvens $2,000,000.00 
tly Canada, Dome Mines, Ltd., should Nis een yea nKnrnnewees 24,000,000.00 
m- continue to give a good account of it- ee rer 3,512,488.13 
on self as the foregoing developments 
ng materialize. It is extremely difficult to $29,512,488.13 
ly accurately anticipate full year 1934 ‘ , 
m- earnings, but current indications point a 60.068.803.26 
an to per share returns exceeding $4 as Renctve tor Dividend judy 2, ibe... 500,000.00 
la- compared with actual profits of $3.83 R for T dE See ere 1 082,833.19 
th a share recorded in 1933. Moreover, ee, ee re ee SA 4 4 ‘ 
> : Accrued Interest on Deposits............ 10,977.84 
id the recent announcement that hence- 
ce forth profits will be distributed directly 
y- to eciakiaees in the form of divi- $91,175,102.42 
ne dends, render the shares attractive for 
od income purposes. In addition, the | * ae a 
ly shares of Dome Mines, Ltd., still rep- the call price of his holdings may one does not have to seek far for good 
n- resent a satisfactory medium for safe- avoid important loss of principal, if and sufficient reasons for a consider- 
3, guarding against inflation, in the light not income. able number of companies to under- 
e- of which we see little reason for haste Of outstanding importance, insofar take new financing, once they feel se- 
8 in accepting your present profits. as the possibilities for an early revival cure from unreasonable and unnatural 
A of new bond financing are involved, is restrictions. There are three princi- 
r8 = == the fact that with the passage of the pal objectives which might be sought 
e . , Securities Exchange Act of 1934 the through the medium of new financing 
n Consider the Call Price long-hoped-for amendments to the Se- at this time. First, the refunding of 
+, (Continued from page 343) curities Act became the law of the bank loans, second, the financing of 
1. = land. While these amendments did not new plants, equipment and improve- 
8 pa ______—___fter all the more drastic provisions of ments, and third, the refunding of out- 
u the bill, they have removed some of standing bonds by an issue bearing a 
be between the call price was closed the unnecessary restrictions placed up- lower rate of interest. Of these three 
1 the possibility of early redemption on borrowers and, as a consequence, a_ classifications, the third seems likely to 
y was mitigated by the reluctance fairly large volume of new offerings dominate—and here is where the mat- 
. of corporations and underwriters to may be encouraged. Moreover, it is ter of call price becomes effective. 
° undertake refunding operations and _ not unlikely that the Act may be fur- Originally, the call price was incor- 
] risk the severe responsibilities of the ther modified within the next year. porated in the bond indenture for pre- 
- Securities Act. However, the time is Regardless of this factor, however, cisely the purposes for which it may 
t at hand when the investor by the exer- nu organization is likely to undertake now be used. Any company, regard- 
’ cise of greater vigilance in the examina: new financing merely for the sake of less of the fact that it may have a high 
tion of the relation of market value to adding to the supply of bonds. Yet credit rating, may on occasion be com- 
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SPECULATION 


is not married to the 
stock market—it enters 
into the consideration of 
every purchase of every 
commodity. 


Speculation—is especial- 
ly ‘‘the result’’ in the 
purchase of your cloth- 
ing when your standards 
are no higher than those 
afforded by even the 
best machine-made-to-fit- 
everybody cut price gar- 
ments. 


May we suggest that you 
eliminate wild-cat specu- 
lation in your wardrobe 
requirements by choos- 
ing Shotland and Shot- 
land custom tailored gar- 
ments. 


Certainty of profits — 
will then be the result. 


BRyant 9-7495 
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SONTINENTAL CAN COMPANY, Inc. 
A regular quarterly dividend 

of seventy-five cents (75¢) per 

Gz share on the common stock of 
payable August 15, 1934, to 
stockholders of record at the 

elose of business July 25, 1934. Books will 
mot close. 


this Company has been declared 
J. B. JEFFRESS, JR., Treasurer. 








KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, Magazine of Wall Street, 
90 Broad Street, New York, N. Y. 





‘‘ODD LOT TRADING’’ 
John Muir & Co., members New 
Stock Exchange, are distributing 
booklet to investors. (225) 


‘*TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co., 
furnished upon request. (898) 


MARGIWN REQUIREMENTS, COMMIS- 
SION CHARGES 
Springs & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


GUARANTY TRUST CO. 
Comprehensive details of this company’s 
resources mailed upon request. (924) 


MARGIN REQUIREMENTS 
Leaflet explaining margin requirements 
prepared by McClave & Co., members 
New York Stock Exchange. Oopy upon 
request. (955) 


York 
their 
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pelled to undertake financing at a rate 
of interest higher than normal in or- 
der to assure public acceptance of the 
bonds. Anticipating, however, that at 
some future date, financing may be 
undertaken on a more favorable basis, 
and at a savings in interest charges, 
the company reserved the right to re- 
deem the bonds prior to maturity 
through the means of a call price— 
usually above par. There are today 
many companies having 5 per cent, 
5Y per cent, and 6 per cent bonds out- 
standing which are in a position to 
refund these bonds at a rate more com- 
patible with the “easy money” condi- 
tions now prevailing. Witness, for 
example, the recent refunding of a 5 
per cent note issue of $25,000,000 by 
the Edison Electric Illuminating Co., 
of Boston, by an issue of 3 per cent 
notes at par. The Pennsylvania R. R. 
sold an issue of $50,000,000 414% per 
cent bonds at 97/4, proceeds of which 
will be used in part to purchase bonds 
of a 64, per cent issue outstanding and 
due in 1936. It is to be doubted that 
these issues will long remain merely 
straws indicating the direction of the 
wind. Scores of corporation treasur- 
ers are doubtless exploring the possi- 
bilities of undertaking similar financ- 





| 








ling and it is not inconceivable that 


these two issues, which for obvious 
reasons have attracted widespread at- 
tention, will prove to have been in the 
van of a revival of corporate financing 
on a scale more nearly approaching 
normal. 

The appended list of bonds showing 
a comparison of current quotations 
and their call prices has been selected 
tu illustrate typical companies in which 
the redemption point is of critcial mo- 
ment for the reason that refunding at 
a lower interest rate could, in view of 
the companies’ credit standing, be 
undertaken. 





The Rulers of the Stock 
Market 


(Continued from page 331) 








by the general conviction that the great 
corporations are selfishly and foolishly 
unsocial and have dumbly made their 
own fates by an incomprehensible affin- 
ity for devious ways, mainly, leading 
from a fundamental error of making 
money by manipulation instead of 
from goods and services. 

That concludes the review of the 
new Commission: One practical Demo- 
crat, with about as much reforming 
penchant as Postmaster General Farley, 
educated in liberalism by a course in 
movie picture finance on Broadway 


and a post-graduate summer school 
course in Wall Street pools. One 
Democrat (Landis), who probably 
never attended a meeting of the “boys,” 
with a razor blade mind, a legalistic 
training and no practical knowledge 
of business—but with a sincere desire 
to do the right thing all around, and 
no thought of persecution. One real 
old time Republican who has been hor- 
rified by his own discoveries of cor- 
porate rottenness in the business 
institutions which he once revered, 
sees the hour of judgment come for 
them, but will judge according to the 
law—not according to emotion. One 
Wisconsin Republican, somewhat 
tinged by La Folletteism, thoroughly 
soaked in public corporation law, ways 
and wiles, but with a naturally con- 
servative makeup. One New York 
City Democrat, lawyer and born 
prosecutor, but with no theories what- 
ever of a new social order. 

Prediction: New Commission can do 
little until September 1 and will there- 
after proceed cautiously and deliber- 
ately with the intention of disarming 
critics and with a program of giving 
Wall Street a fateful chance to be 
good and rich. 





A New Deal for Sugar 


(Continued from page 347) 





output, while the cut in the duty 
on Cuban sugar to a cent and a 
half a pound represents a sharp de- 
crease in past advantages. Moreover, 
under the reciprocal trade agreement 
now being negotiated with Cuba a 
further cut in the duty levied on Cuban 
sugar seems likely. It appears, indeed, 
that the net effect of our sugar pro- 
gram on such companies as Central 
Aguirre, Fajardo, and South Porto 
Rico Sugar (all of which happen to 
have their main interests in Puerto 
Rico) is somewhat unfavorable. There 
is not the same widespread security in- 
terest in the companies whose opera- 
tions are in the other territories. It is 
possible that they will be able to sell 
their limited allotments in the United 
States more advantageously than the 
unlimited quantities of the past. They 
may even be able to “dump”—disagree- 
able word—on world markets any sur- 
plus. The future price in this coun- 
try, however, is the main factor in the 
outlook, especially for the last two. 
companies whose cane lands are exten- 
sive. Central Aguirre controls but a 
limited area of cane lands. 

There remains to be discussed only 
Cuba. This unfortunate country is. 
clearly a beneficiary of the sugar pro- 
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gram, as of course should be the case. 
The quota that has been assigned her, 
1,902,000 short tons (raw value) is 
substantially more than the estimated 
1,600,000 tons that she shipped to us 
last year. In addition to this benefit, 
she has been helped by a 25% reduc- 
tion in the tariff and enjoys the possi- 
bility of a further reduction under the 
reciprocal tariff parleys now being car- 
ried on. Indeed, it has been reported 
that there is every chance that the final 
base duty on Cuban sugar will be 
fixed at .9375 cents a pound, or 50% 
under the amount imposed on world 
sugars. 

It is because of the expectation of a 
further reduction in our tariff that 
Cuba this year has been holding on to 
her sugar like a drowning man to a 
straw. As has been’ stated previously, 
the Philippine quota has been ex- 
hausted, while that of Puerto Rico is 
aimost at the exhaustion point, so that 
everything points to Cuba having made 
an exceedingly shrewd move. Even so, 
however, the price that she can ob- 
tain for her sugar today is hardly the 
cost of production, variously estimated 
between 1.75 cents and 2 cents a 
pound. This, she undoubtedly would 
like to obtain. Nor is it likely that we 
would raise any objection to such 
figure. If she demanded an excessive 
price, we could easily increase the 
other allotments and by this means 
bring down the price to a reasonable 
level. But if the Secretary of Agricul- 
ture can, by juggling allotments virtu- 
ally fix the price that Cuba is to re- 
ceive for her sugar, it is quite clear 
that he also fixes the price paid by the 
consumer in this country. And it is 
this that is the nub of the whole 
Jones-Costigan Act and the Presiden- 
tial decrees pecans to it. 

The effect of the “new deal” in 
sugar on the various countries, com- 
panies and individuals envolved de- 
pends almost entirely on the way the 
Secretary of Agriculture exercises the 
powers that have been granted him. 
He may tip the scales heavily in favor 
of the producer and refiner in this 
country, our insular possessions and in 
Cuba, ignoring the hard-hit and down- 
trodden consumer; or, he may lighten 
the burden of the producer and refiner 
but very moderately. While no one 
knows exactly what it is that the Sec- 
retary has in mind, we do know that 
higher commodity prices are a funda- 
mental policy of this Administration. 
It would seem therefore, particularly 
in view of the fact that if any com- 
modity has been over-depressed it has 
been sugar, that quotas will be so fixed 
as to bring about an increase in price 
even over and above that already regis- 
tered. If this prospect be substantiated, 
it would have a favorable effect upon 
all sugar securities in greater or less 
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Condensed Statement, June 30, 1934 





RESOURCES 


Cash on Hand, in Federal Reserve Bank, 


and due from Banks and Bankers ... $ 240,360,145.29 




















Bullion in Foreign Branches ....... 8,164,481.00 
U. S. Government Securities ...... 456,980,759.15 
Notes of Reconstruction Finance Corpora- 
ea ae eae ae ae ee 20,000,000.00 
Public Securities. Kp gfe S 85,337,942.74 
Stock of the Federal Reserve Bank a: ee 8,400,000.00 
Other Securities. ... selon: ciara wg 21,500,432.57 
Loans and Bills Purchased . a 635,002,053.98 
Real Estate Bonds and Mortgages ... . 2,315,818.54 
Items in Transit with Foreign Branches . 1,862,844.25 
Credits Granted on Acceptances. .... 30,526,647.91 
I sk kk we ew ee Ee 13,945,482.92 
Other Real Estate .... 97,954.67 
Accrued Interest and Mocounke Receivable 14,726,879.57 
$1,539,221,442.59 
LIABILITIES 
Capital ........-.- $ 90,000,000.00 
Surplus Fund... .. .  170,000,000.00 
Undivided Profits .... 7,466,151.53 $ 267,466,151.53 
Capital Note (Payable on or before July 31, 1934) 20,000,000.00 
Accrued Interest, Miscellaneous Accounts 
Payable, Reserve for Taxes, etc. . 17,624,076.98 
Acceptances. ..... . $82,446, 994. 67 
Less: Own Acceptances 
Held for Investment . 51,920,346.76 30,526,647.91 
Liability as Endorser on Acceptances and 
ce ee ee ee eee ee 129,155.00 
Deposits .. «© « » $2,18351885475:86 
Outstanding Checks . F 20,286,935.31 
1,203,475,411.17 
$1,539,221,442.59 





WILLIAM C. POTTER, Chairman W. PALEN CONWAY, President 
EUGENE W. STETSON, Vice-P-esident 


DIRECTORS 


EUGENE G. GRACE President, 
Bethlehem Steel ‘Corporation 
of Brown Brothers 
Harriman & Co. 

JOHN A. HARTFORD . . President, The Great 
Atlantic & Pacific Tea Company 

President, The Mutual 


G. ALLEN Vice-Chairman, British- 
American Tobacco Company, Limited, 
and President, Duke Power Company 

W. W. ATTERBURY . . President, Pennsylvania 

Railroad Company 

W. PALEN CONWAY ..... President 

CHARLES P. COOPER . Vice-President, 


GEORGE 
W. A. HARRIMAN. 





American Telephone & Telegraph Company 
JOHN W. DAVIS of Davis Po!k Wardwell 
Gardiner & Reed 

HENRY W. de FOREST 
ARTHUR C. DORRANCE . President, Campbell 
Soup Company 


EDWARD D. DUFFIELD. ..... President, 
The Prudential “7 — e Company of America 


CHARLES E. DUN . President, Berwind- 
thi 6 Coal Mining Company 
LEWIS GAWTRY President, 


The Bank for S Savings i in the Cit y of New York 
ROBERT W. GOELET . Real Estate 
PHILIP G.GOSSLER . . President, 

Columbia Gas & Electric Corporation 


DAVID F. HOUSTON 
Life !nsurance Company of New York 


CORNELIUS F. KELLEY . President, 
Anaconda Copper Mining Co. 


THOMAS W. LAMONT _ of J. P. Morgan & Co. 


GRAYSON M.-P. MURPHY 
of G. M.-P. Murphy & Co. 


WILLIAM C. POTTER . Chairman of the Board 
GEORGE E. ROOSEVELT . of Roosevelt & Son 
EUGENE W.STETSON .. . . Vice-President 
CORNELIUS VANDERBILT WHITNEY . Banker 
GEORGE WHITNEY .. of J. P. Morgan & Co, 
THOMAS WILLIAMS of I. T. Williams & Sons 
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ACTIVE ISSUES 
Quotations as of Recent Date 


1934 
































1934 
Price Range leictieen Price een iis 

Name and Dividend High Low Price Name and Dividend High Low Price 
Alum. Co. of Amer......... 853% 623% 66 Goneral Tire......<........ BW 6414 «68 
Amer. Cyanamid B (.96).... 2244 15% 2014 Glen Alden Coal........... 2354 1034 28% 
Amer. Gas & Elec. (1)...... 3334 185 27 Great A. & P. Tea N.-V. (7). 150 122 136 
Amer. Lt. & Tr. (1.60)...... 19% 10% 14% Gel ON OE PA. 26.0. cccesess 163, 65644 65 
Amer. Superpower......... 4% 2% 2 Hudson Bay M.&S........ 1434 834 13% 
Assoc. Gas Elec. “A”....... 23% 17/16 % Hamble Of1............... 46% 88 43 
Atlas Corp................. 154% 10% 10% Imperial Oil (.65).......... 154% 125 14% 
Canadian Indus. Alco. ““A’’.. 203 154 8% Inter. Petrol. (1.56)........ 3054 19% 2674 
Cities Service.............. 44% 134 2% Lake Shore Mines (2.50).... 54% 4134 5454 
Cities Service Pfd.......... 26% 114% 21% Mead-Johnson & Co. (3.50). 634% 45 59 
Colum. G. & E. cv. Pfd. (6). 108 68 8514 Niagara Hudson Pwr. (3.50). 934 4% 556 
Consol. Gas Balt. (3.60) ..... 68 53 6754 Novadel-Agene (2)......... 23% 19 20 
Cond Cotp. 6.28): .......... 854 354 4 St. Regis Paper............ 5% 2% 2% 
Creole Petroleum.......... 133% 954 12 South Penn Oil (1.20)...... 265 174% ees 
Dito Cp Seng... BOM ame MA Senda GE AA SB 
Elec. Bond & Share........ 231% 10% 1454 Swift Int’l (2).............. 33 2334 BS. 
Elec. Bond & Share Pfd. (6). 60 31 494 were} ey neal Peery See 1° ae i 74 ai 
ee glial ae Ass 3 RRR RS 
Ford Motor, Ltd............ 954 532 734 United Sho» Mach. (6)..... 683g 5754 6714 
General Aviation.......... 914 4 434 Walker Hiram H. W........ 5742 30'4 33% 
degree. Even the out-and-out refiners $50; 1Y2 per cent of the next $100; 


find it easier to make money on a ris- 
ing market. At the same time, it is 
impossible to do other than recognize 
that the beet interests in this country, 
together with the producers of the raw 
commodity in Cuba, are destined to 
be the most clear-cut beneficiaries of 
the New Deal in sugar. 








New Pension System Cuts 
Into Rail Earnings 


(Continued from page 342) 





rolls. Nevertheless rough estimates 
reasonably near the mark can be made. 
The accompanying table, on page 342, 
presents such estimates for a repre- 
sentative group of railroads in which 
chief investment interest centers, giv- 
ing present pension costs, estimated 
costs under the new law and the in- 
crease or decrease involved. 

Following are the salient provisions 
of the law: 

Compulsory retirement of employees 
at the age of 65, with possible one-year 
extensions successively by agreement 
but not beyond the maximum of 70 
years. 

Annuities will be based upon the ser- 
vice period of the employee. This will 
be the sum of the amounts determined 
by multiplying the number of years of 
service, not exceeding thirty, by the 
following percentages of monthly com- 
pensation: 2 per cent for the first 


and 1 per cent of the compensation in 
excess of $150. No part of any 
monthly compensation in excess of 
$300 will be included in these compu- 
tations. 

Payments will be made into a fund 
in the custody of the United States 
Treasury. The roads will contribute 
4 per cent of their payrolls. Employees 
will contribute 2 per cent of their com- 
pensation. For a special reason, the 
burden in practical fact is more than 
twice as heavy for the roads as for the 
employees. Last year’s railroad pay- 
roll reflected the 10 per cent cut in 
wages effected during the depression. 
By agreement, this is now in process of 
restoration, 2 per cent having rec- 
ently been restored. 

Highly unionized, railway labor is 
relatively well paid. While it has, of 
course, suffered from unemployment, 
it has escaped any deflation of wage 
scales comparable to the general de- 
cline of either the cost of living or the 
national income. Thus, employees who 
were adjusted to living on the wage 
scale of 1933, will not be out of pocket 
in meeting the 2 per cent cost of pen- 
sion, the pay restoration of 2/2 per 
cent more than meeting this require- 
ment. Early next year the remaining 
7Y per cent will have been restored. 
For the roads this will mean a wage 
scale 14 per cent higher than prevailed 
up to the middle of this year—10 per 
cent higher wages, 4 per cent of pay- 
rolls for compulsory pensions. Actu- 
ally, the burden will be somewhat 
larger, since the 4-per-cent figure will 





be based on wage scales 10 per cent 

higher than those recently in effect. 
As a generality, railroad stockhold- 

ers appear to be somewhat further re- 


moved from dividends. Yet the pic- 
ture would change in all respects with 
a continued recovery of business to 
normal. In that happy event, the 
prospective pension payments would be 
relegated to a position of minor im- 
portance. 





Prosperity Succeeds 
Depression 


(Continued from page 336) 








finances were put in order. Recovery 
—slow at first—was always well on the 
way before it was admitted, and its 
symptom has always been the restora- 
tion of business confidence. 


Now for the Come-Back 


The one great difference between the 
present and the great depressions of 
the past is that the United States is 
now a creditor nation. Our debts are 
between ourselves. As we pay off we 
pay each other; wealth does not leave 
the country. We exported wealth in 
the boom days. What we make now, 
we keep. Past recoveries were largely 
dependent upon world revival; this 
time we are bent on enlarging the 
home market—and we will. Revival 
of foreign trade will be welcome frost- 
ing but it will not be the cake of pros- 
perity. 

All around us are evidences of the 
re-establishment of the bases of con- 
fidence. Provided we do not delay that 
process or destroy it by wild monetary 
or business legislation and administra- 
tion, we shall climb out of the trough 
in due time—and that time is about 
due. It would be here now if we were 
less wealthy, for the lagging of the 
producers goods industries is due to the 
abundance of capital that was dumped 
into them. In the meantime we live, 
as a people, better than we ever did in 
any previous depression. Some are 
idle but none starve; many are jobless 
but none are roofless. This may be 
the worst of all depressions but we are 
meeting it more unitedly, more sys- 
tematically—better—than we did any 
of its predecessors, and are getting 
ready to manage the new prosperity 
more prudently. 

And now I am going to call on my 
pinkish professorial friend and offer 
him two wagers; viz.— 

1. This is not the end of an epoch. 

2. The era of expansion not far 
ahead will carry us to new heights of 
prosperity. 
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the | visit Atlantic City this year 

1 be governmental controls. The first ap- 

im- proach that can be made to damming 
the flood of extravagant expenditures is Whether your vacation trip to Atlantic City is for a 
by a rebuke to the Administration at the a y , 

ime approaching Congressional elections. A month, a week or merely a wee —_ you'll enjoy 
substantial reduction in the Adminis- the world-famous luxury of the Ritz-Carlton. 
tration’s support in Congress will im- Ocean bathing direct from your room. Golf. Riding. 
pede if not stop ruinous disbursements : aa: 
of public funds. There are enough Sun bathing. You'll find all the = 
conservative and sagacious Democratic pleasures of sea shore life. 





members of Congress to co-operate with 


a minority backed by a rising tide of Every room has private 





ery public disapproval to insure that: riot- | bath. Rates are $5 a day and up 

the ous spending shall be restrained if not | f $3 f 

its stopped. | or one person, $8 for two, 

ra- If such an admonition does not come | European Plan. Weekly and 
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from the people the future will be hope- 
less from a fiscal and monetary point 
of view. 
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How Far Can This Market | ATLANTIC CITY 
are Go? | Located on the Boardwalk at Iowa Avenue 
we : . 378 | 
ve (Continued from Po 328) | National Hotel \tanagement Co., Inc., Ralph Hitz, President* Hotel New Yorker and Lexington, 
in Si i a a New York; Netherland Plaza, Cincinnati; Book-Cadillac, Detroit; and the Van Cleve, Dayton 
Ww, - pare 
oly we see no possible basis for the eed vel- | - tenes ini 
his opment of any significant general liqui- 
he dation of equities, even though indi- ‘gf BREEZES THR out : THE Sn nM 
ral vidual factors can at any time produce PETITE ‘OUGHO TRE 
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ry The High Priests of the inflationists— Wad 
a Senator Elmer Thomas and the Com- Yeooy 
th mittee for the Nation—are not satis- Wore 
it filed with present conditions. Infla- Hy 
re tionists are never satisfied. Even the 
e present by no means serious recession 
1e in business activity appears to disturb 
d them. Curiously, they are now attack- 
e, ing the so-called 59-cent dollar with 
™ precisely the same arguments they used 
e to obtain it! It is still “unjust” and 
” “dishonest.” It still does not afford 
“ adequate debtor “relief.” 
e The remedy? Well, says the Com- | Principal Restaurants and Meeting ; 
" mittee for the Nation, raise the price Ro ee , lly F SINGLE ROOMS FROM $4 
y of gold to the maximum permitted un- siaseaiaianet oustpiay-cinagslnaie cde iarteed alas DOUBLE ROOMS FROM $6 
9 der gone oe boa would give mous Hotel Are Air-Cooled ... All 

us a “50-cent dollar,” at least on the : 
4 gold theory. And if that does not do of ini Beautifully and Comfortably THE 
y the trick, what next? Why, it’s very Furnished 1000 Rooms Possess 
4 simple. Congress will be in session | Outside Exposure, Combination 

again next January. It can easily | Ty} and Shower, Circulating 
’ change the law to permit a dollar de- WASHINGTON 
. preciation greater than 50 per cent. Ice Water and Oscillating Fans MR. R. L. POLLIO, Manager 
f Of course, one can argue that these 

are the fulminations of extremists and | OTHERS HAVE COPIED THE NAME BUT NOT THE SERVICE 
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Bank, Insurance and 
Investment Trust Stocks 








ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND._TRUST COMPANIES 
i Asked 


Bankers (3) Seba 65 
ee 
Central Hanover (7)...... a 
CT eee 
Chemical (1.80) .... 
(AC) RE 
Corn Exchange (3)... 
Empire (1) 
First National (100) 
Guaranty (20) 
Irvin, 
Manhattan Co. (2) 
Manufacturers (1) 
ENO Cg civaccacecexkess 
>i) ae eee 
United States Trust (70) 

INSURANCE COMPANIES 


Aetna Fire (1.60) 

JOO A eer 
Carolina (1) 

Glens Falls (1.60) 
2 eee 
Great American (1) 5 eine 
os A eer 


(Continued) 
Asked 


INSURANCE COMPANIES 


Hartford Fire (2) 

Home (1) (1.10) 

PUREIOMON WMO NE) «05050055000 
Norn Miver CVS)... ....0005.-- 
Phoenix (2) 

Travelers (16) 

United States Fire (1.50 a 
Westchester F. (1.20)..........,. 


INVESTMENT TRUSTS SHARES 


Amer. Founders Trust 7% Pfd... . 
Amer. & Gen. Sec. $3 Pfd........ 
ar eas 
Collateral Tr. Sh.—A.......... ; 
Corporate Trust—AA............ 2: 
Incorporated Investors........ 17.50 
Interl. Sec. Corp. of Amer., Pfd... 
Le. ae 
Nation-Wide Securities—B.......3.2 
No. Amer. Trust Shares 1958.... .2. 
Second Intl. Securities A......... 
yo 5. | Beer 
Spencer Trask Fund.......... 
U. S. & British Internl. Pfd....... 
Uselps Voting Shares............ .7 











that they are not to be taken seriously. 
Perhaps. But the fact is that the rec- 
ord of the Roosevelt Administration 
over the past sixteen months does not 
offer much encouragement to those 
who believe a firm and definite halt 
should be called on currency experi- 
mentation. 

Mr. Roosevelt has compromised time 
and again, and each compromise has 
been another sop to the inflationists. 
The Administration opposed silver 
legislation at the last session of Con- 
gress, but within a few weeks came 
around to favor it. Moreover, in his 
message asking passage of the Silver 
Purchase Act the President again re- 
ferred to a “maladjustment” in the cur- 
rency. 

In short, dismissing the avowed in- 
flationists, the sobering fact is that the 
Administration itself has given the 
country no assurance whatever that 
currency tinkering is at an end. 

In this setting the immediate busi- 
ness records are of no great stock mar- 
ket significance. The July 4 holiday 
always ushers in aggravated business 
recession when seasonal reaction is in 
progress. Many enterprises extend the 
holiday for one adjustment or another 
in production. As a result, July in- 
dustrial statistics will throw only an 
inconclusive light on the basic move- 
ment. August should reveal the real 
extent of the summer recession and 
should give some hint as to the base 
from which autumn improvement will 
begin. 
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metric tons as of March, this year. 

Despite this unfavorable statistical 
position, the rubber outlook is far from 
hopeless. A new world program of 
production control went into effect 
June 1, embracing more than 90 per 
cent of world producing areas. It may 
be argued that the similar Stevenson 
control program failed disastrously sev- 
eral years ago, but that was confined 
chiefly to British production. 

In the decade preceding the depres- 
sion world sugar production increased 
much faster than per capita world con- 
sumption. In the 1930-1931 season a 
peak production of 31,858,000 short 
tons was reached, whereas for a decade 
prior to 1920 world production aver- 
aged not more than 20,000,000 skort 
tons. According to the League of Na- 
tion’s estimates, stocks advanced from 
4,372,000 metric tons in 1928 to a peak 
of 8,871,000 metric tons in 1932, there- 
after declining to 8,476,000 tons in 
1933 and to 8,175,000 tons as of 
March, 1934. There are additional fac- 
tors which lend a note of optimism to 
the sugar outlook, as detailed in a spe- 
cial article elsewhere in this issue. 

In wheat also. at least in an economic 
sense, the problem appears genuinely 
to be over-production, rather than un- 


der-consumption. This came about 
fundamentally because various produc- 
ing areas not directly affected by the 
war increased acreage vastly under the 
lure of war-time prices and failed to 
retire the additional production when 
European wheat acreage, retired during 
the war, was thereafter returned to 
production. For the second successive 
year, drouth is tending to bring about 
correction, but the visible supply— 
around 13,000,000 metric tons—is more 
than double the 1928 figure of 6,152,- 
000 metric tons, although it shows an 
encouraging reduction from the 1931 
peak of 16,000,000 metric tons. 

The graph which accompanies this 
article is based on the composite index 
of stocks of the chief world staples pre- 
pared by the League of Nations. It 
covers wheat, sugar, coffee, tea, cotton, 
raw silk, rubber, coal, petroleum, cop- 
per, lead, tin and zinc. 

This general index (1929 = 100) 
advanced to 140 by the end of 1930, 
to 157 by the end of 1931, reached a 
peak of 169 in the second quarter of 
1932, declined to 156 at the close of 
1932 and by December of 1933 had 
fallen to 146. The same index averaged 
but slightly above 60 for the year 1925. 

Thus, as reduced over the past eigh- 
teen months, basic commodity stocks are 
still much more than double the 1925 
level and today are probably close to 
40 per cent above the 1929 level. 

Nevertheless, they are declining, 
whereas up to two years ago they were 
rapidly increasing. The turn-about is 
a sure reflection of gradual, world-wide 
economic correction and reconstruction. 
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difficulties, although payments on the 
common have been reduced to the cur- 
rent rate of 50 cents annually. There 
are 599,810 shares of preferred stock 
outstanding, entitled to dividends of 
$1.20 annually, and 600,000 shares of 
common stock. At the end of 1933, 
the company had current assets, includ- 
ing cash and high grade securities of 
about $7,500,000, of $13,505,444 and 
current liabilities of only $855,542. 

While earnings in the first six months 
of this year were doubtless an improve- 
ment over the same months last year, it 
is not likely that much, if anything, was 
earned on the common. At 23, there- 
fore, the shares are liberally valued. 
Yet the potentialities of the situation 
are such that should the expected vol- 
ume of business materialize, common 
stock earnings could rise rapidly, en- 
hanced by the lower current operating 
costs effected by the company and a 
substantial inventory of pig iron ac- 
quired at favorable prices. 
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